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The Sensation of the Year 
The Anyheet Control 4tHEX 
Builds Your Load! 


The Anyheet Control Silex has taken the country by storm. Editors of 
Women's Magazines have acclaimed it. Housewives everywhere 
have bought it ... gladly. For it fills that long felt need . . . coffee 
kept at drinking temperature, at the peak of flavor . . . indefinitely. 
You can use this demand to increase your load. Every Anyheet Con- 
trol Silex installed on your lines adds 97 KWH to your domestic load 
- «- enough service to lift many of your customers out of the “low- 
use" group. 

— on this opportunity. Push the sale of the Silex Glass coffee 
maker. 

The Anyheet Control Silex lists at $6.95 in black and $7.45 in red. 
Other Electric Table Models list from $4.95 up. 

All Silex glass coffee mokers have Pyrex brand glass, guaranteed 
against heat breakage. 


THE SILEX COMPANY, DEPT. P, HARTFORD, CONNECTICUT 


THERE IS ONLY ONE 


i §'1 € MX 


TRADE MARK REGISTERED US PAT OFF 


BREWING COMPLETED WITHOUT REMOVING GLASS FROM 
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STOLEN .. 


any Valuable Hours and Hundreds 
f Dollars from Utility Operators 


Just as though a gang of 
eves entered your garage— 
stopped your trucks on the 
bd—and stole your tires— 
wall breaks in truck tires 
ke a terrific toll of time and 


bney. 


he sidewalls represent the 
ailure Zone.” It is here, en- 
eers discovered, that eight 
of ten premature failures 
ur. Often tires must be 
en out of service thousands 
miles before their time be- 
they fail in the sidewall 

g before the tread is worn. 


Triple Protection 
Brings Big Savings 


Sidewall failures seldom oc- 
cur in Goodrich Silvertowns 
because these tires are triple 
protected. Statistics show that 
Triple Protection checks 80% 
of all premature failures. It 
not only gives your tires this 
extra protection but it pre- 
vents a big cause of blow-outs 
and at the same time cuts down 
road delays. 


How Triple Protection Works 


. PLYFLEX — distributes 
stresses throughout the tire 
—-prevents ply separation 
—checks local weakness. 

. PLY-LOCK—protects the 
tire from breaks caused by 
short plies tearing loose 


above the bead. 


3. 100%. FULL-FLOATING 
CORD—eliminates cross 
cords from all plies—re- 
duces heat in the tire 12%. 


Costs No More 


Here’s the amazing part 
about this amazing tire. Al- 
though it costs us more to 
make it costs you not one cent 
more than other quality tires. 


Why not get acquainted 
with these new Goodrich 
Tires now? There are over a 
hundred types and sizes. But 
there’s one type—one size— 
that will help stop waste in 
your fleet. 


The local Goodrich dealer 
can find that particular tire 
with “The Truck Tire Cal- 
culator,” a scientific device 
which selects the proper tire 
combinations, gives actual 
costs for the life of the tire 
and shows you how much you 


can save, 


Call the Goodrich dealer for 
further details or write direct 
to The B. F. Goodrich Com- 
pany, Akron, Ohio. 


oodrich™..-Silvertowns 


CIFY THESE NEW SILVERTOWN TIRES FOR TRUCKS AND BUSES 
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VARNISHED 
CAMBRIC 
CABLES 


— 











OKONITE Varnished Cambric Insu- 
lated Cables are of the same excel- 
lent quality that has distinguished 
OKONITE Rubber Insulated 


Cables for over half a century. 


Svan % 
THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 





OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 


LS 8 AEE NOM SIE OBE LDN 
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Pages with the Editors 





E hold this truth to be self-evident: 

what Herodotus or somebody said of 
the letter carriers’ profession applies with 
almost equal accuracy to the newspaper clan. 
Neither snow nor rain nor the darkness of the 
night can stay these incorrigible rounders from 
their self-appointed rounds. And so we were 
not surprised, whilst staying rather late in our 
Washington office one evening recently 
(catching up on our home work) to have a 
sour-visaged journalist burst open the door 
of our sanctum and stand on the threshhold 
like Poe’s Raven quoting, “Nevermore!” 


INCONGRUOUSLY, our cynical friend held in 
one hand an ice cream cone from which he took 
a gloomy peck and swallowed with an air of 
profound melancholy and boredom. Nor did 
this surprise us, since it is a commonly known 
phenomenon that a newspaper man will eat 
anything, anywhere, at any time. We glanced 
at our editorial timepiece and asked artfully, 
“Aren’t you afraid of sunstroke, dashing about 
this way in the heat of the day?” 


He ignored our feeble thrust with fine 
patrician scorn as he wearily deposited him- 
self in a chair. 


“I HAVE spent the afternoon,” he said sol- 
emnly, “with Little"Business. I’ve missed my 
dinner, lost my notes and my disposition. I 
was fortunate to escape with my life. Never- 
more !” 


© Harris & Ewing 
G, W. LINEWEAVER 


What this country needs is a yardstick to end 
1 yardsticks. 


(See Pace 267) 
MAR. 3, 1938 


HERBERT COREY 


Once there was a little boy who would ala 
cry “Wolf” and one day the wolf ve 
came... 


(SEE Pace 259) 


Ir came out that our friend had be 
signed to cover the sessions of Little Bu 
which had convened that day in the Commen 
Building auditorium upon the invitation of 
the administration. As readers will doubtless 
recall, the session broke up in a riot. Our 
friend accidentally happened to get very mich 
mixed up in this. Now, what puzzled him. 
just why U. S. Solicitor Robert H. Jac 
wants to break up all Big Business into 
Business. 


“Bic Business was here to see the Presi 
two weeks ago,” he recalled, “and whi 
else you think of the big boys, they did 
strain their feelings. I tremble to think W 
would happen to the New Deal if all b 
were reshuffled into the same class th 
stormed the Commerce Building this a 
noon. Why, they’d march on inca 
take it apart brick by brick.” a 


we corrected with 


‘God 


we 


“CoLuMN by column,” 
civic pride, 


“Point I want to make,” continued 
journalist impatiently, “is that if you t 
the hate the New Deal has, or says it 
for Big Business and multiply it by 
you'll know how Little Business hate 
New Deal. Anyway, that’s the impressidl 

ot gg there this p. m. So what 

Robert H . Jackson agitating for—a 
tion?” 
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PAGES WITH THE EDITORS (Continued) 


WE finally soothed our talented friend and 
diverted his attention with a suggestion for a 
joint assault on a beefsteak. But later on his 
query kept bobbing around our. head. What 
is the administration really trying to do to 
Big Business and Little Business as well? 
And there’s the utility angle, of course. No- 
body can discuss monopolies these days with- 
out utilities horning in around the second 
or third sentence. 


* 


: bg just so happened that another Washing- 
ton correspondent, well known to Forrt- 
NIGHTLY readers, in fact Herpert Corey him- 
self, had prepared an article along those very 
lines. And it came to our attention the very 
next day. We started! Here was an answer, 
after the author’s own fashion at least, to 
our puzzle! Straightway we scheduled this 
piece of Mr. Corey’s. What did it matter 
that we had already promised you another 
article by Mr. Corey on the REA situation. 
The REA could wait a bit. This was timely 
stuff and here it is, served piping hot begin- 
ning page 259. 


* 


NOTHER newspaper man, this one from Vir- 
ginia, is the author of the article on the 
Bonneville-Boulder rate situation. The name 
is G. W. LiNEWEAVER and he may be more 
readily recalled by some readers as the former 
secretary of the Federal Power Commission 
(he served under the New Deal) and for his 
special research work on Federal government 
reorganization recently completed by the 
Brookings Institution. Immediately after he 
completed this article, Mr. LINEWEAVER hit the 
trail and we haven’t seen him since. But chits 
and cards from BrorHer LINEWEAVER regu- 
larly arrive at our office from the most out- 
of-the-way places—Denver, Casper-Alcova, 
Flagstaff, Arizona. The latest contribution 
was a handsomely colored postal card scene 
of the municipal jail (Carcel Publica) at 
Juarez, Mexico. Our correspondent felt it 
necessary to add that he was only passing 
through the town, however. 


* 


Gus weeks ago, President Roosevelt made 
some interesting statements about the ex- 
tent to which the Federal public power pro- 
gram threatens the private power industry. 
The President is reported to have said that 
under present authorizations Federal power 
plant competition exists or is possible in only 
about 18 per cent of the area of the entire 
country. Figuring the proposition on a popu- 
lation basis, he is said to have found that only 
13 per cent of our people could be served by 
such government facilities. He obviously as- 
sumed that the loss of such a minor propor- 
tion of the market should not deter the pri- 
vate electric power industry from engaging 
in an extensive expansion program to ad 
stemming the recession, 
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{ iy 
GEORGE E. DOYING 


The Federal stake in the power industry 
so small as some folks think. 


(See Pace 281) 


THE source of the figures used by the Pres 
dent was not disclosed, but it is statements 
such as these which invariably make Georce 
E. DoyINnG, managing editor of P.U.R. Execu- 
tive Information Service, start sharpening his 
pencils and mulling over his acres of charts, 
maps, and figures. When Mr. Doyinc had 
finished his calculations he found that they 
were not in accord with the White House 
calculations. We don’t pretend to say who is 
right. We give you Mr. Doytnc’s analysis. 


¥ 


mM: Washington observers are sitting 
around waiting these days to see what the 
Federal Communications Commission is going 
to recommend in its forthcoming report on 
its 2-year special investigation of the telephone 
industry. Wall street seems a bit nervous, also, 
if recent telephone stock performance is fair 
evidence. At this writing the FCC’s special 
staff had finished the preparation of the re- 
port and the FCC en banc is playing badminton 
with it before turning it over to Congress. 


But it will not include the recommendation 
urged upon the commission by a representa- 
tive of the celebrated Harlem evangelist, 
Father Divine. Seems the dusky prophet sug- 
gested some time ago that the usual conven- 
tional signal now used in American telephone 
conversation, “Hello, hello, etc.” be ch 
to “Peace! It’s wonderful.” The FCC was not 
convinced. 


THE next number of this magazine will be 
out March 17th. 
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No is lithe more reason for... calling Remington Rand, moreover, takes full re- 
is. n Remington Rand. Of course, every utility sponsibility for installation and results. 
ompany has its own individual customer 


F lyst t cust billing. 
tting (pilling problems. And that is why Reming- 0 ES er ee 


Let Remington Rand study your billing 


t the ooh 3 = 8% - 

oing ba Rand, «6 m pe of sp eaprge ms procedure to see how speed and accuracy 

1 er’ ° 

ar oe supply the right can be increased and costs cut. Phone 
0: A ° ° ° 

also, ee ee Remington Rand in your city for free 


Bix’ Vhether you use the register plan, bill and authentic analysis or write Remington Rand 


ere- Medger plan, stub plan or bill and punch Inc., Buffalo, N. Y. 
mon Hrd plan, there’s a Remington Rand ma- 

ite ine that will fit your needs exactly. You 

enta- gon't have to make your system over to fit 

on ny particular type of equipment. 

hone vith your billing installation—or any part 
nged #9 it—from Remington Rand, you get every 
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LEGAL ANNOUNCEMENT 


FOR THE ATTENTION OF EXECUTIVE 
OFFICERS AND PURCHASING DEPARTMENTS 


It is with the greatest respect for our clientele that we 
make the following announcement. It is fur- 
thermore, to the interest of all who buy our 
type of equipment that these facts be care- 

power fully noted. 


We have devoted our entire resources in the past 15 years 
| in pioneering the development of truck bodies 
chase and equipment for Public Utility Companies. 

We have expanded our manufacturing facili- 
ties to a point where we can adequately provide 
for your needs. 


In the course of our growth we have fortified ourselves 
with underlying mechanical and design pat- 
ents. In so doing we have preserved for you 
the benefits of our endeavor at no extra cost. 


OUR EQUIPMENT HAS BEEN DE- 
SIGNED BY OUR ENGINEERS, PROVEN 
UNDER OUR SUPERVISION, AND IS 
BASICALLY AND THOROUGHLY PAT- 
ENTED. IT IS OUR POLICY TO EM- 
PLOY THE USUAL METHOD OF LEGAL 
PROTECTION AGAINST INFRINGE- 
MENT OF THESE PATENTS. 


We believe that some of our customers have been given a 
ngs different story. We wish to prevent such mis- 
representation. 


We assume the duty of protecting our customers and 
therefore urge that those who contemplate the 
purchase of body equipment in the near future 
either, 

1. Obtain full particulars of our patents from 
us, or, 
2. Investigate the following patent numbers 
re which cover our equipment. 
105114 1999612 1923787 
; 100868 103460 2014140 
- 92009 2063388 1944439 


Also Other Patents. Further Patents Pending. 


tele- 
rating 


316. 
t per- 


THE AMERICAN COACH & BODY CO, 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“It is the fashion, I know, to accuse business men of 
lack of patriotism, but the record runs the other way,” ” 


> 


“If private power is backward in development, it is 
their own fault. Honest stocks and bonds always find a 
market.” 


* 


“As long as a large part of the economy can sidestep 
competition, there can never be, under present assump- 
tions, any substantial duration of prosperity, or a high 
level of activity.” 


¥ 


“The government’s policy of establishing a yardstick 
and of regional planning can go side by side with the 
program to encourage expansion of private utilities.” 


¥ 


“As soon as the expenditures of government can lessen 
and be relieved of the huge unemployment expense, we 
will begin to be able to reduce our national debt . . .” 


¥ 


“Government would keep the shotgun, so to speak, be- 
hind the door—loaded, well-oiled, cleaned, ready for use 
—but with the hope that it would never have to be used.” 


¥ 


“Our policy of national defense is directed solely to the 
maintenance and perpetuation of our democratic institu- 
tions and ideals, and the guaranty of our national bound- 
aries.” 


Aa 


“It is unfortunate that water power has become an 
obsession with some men, since that attitude may be a 
handicap to the enactment of legislation for unified river 
control.” 


« 


“In the popular mind we [utilities industries] are be- 
ginning to look more like Dr. Jekyll, and if we watch our 
step and continue to court and earn the good will of our 
customers, it won’t be long before we can bury the ut- 
lamented Mr. Hyde—wild hair, snag teeth, and all.” 


12 
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Burroughs 
FANFOLD MACHINE 


SEE FOR YOURSELF—Ask for a demonstration 
on your own work. Compare it, feature by feature, 
with any fanfold machine that you have ever seen. 


Carbons Shift Automatically 
Carriage Opens Automatically 


Completed Forms are Released 
Automatically 


New Forms Lock Into Place 
Automatically 
Carriage Closes Automatically 
Reverse tabulation, carriage 


return and spacing-up are con- 
trolled electrically by one key! 


BURROUGHS ADDING MACHINE COMPANY - DETROIT, MICHIGAN 
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14 REMARKABLE REMARKS (Continued) 
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“While in its.technical phases, the gas business has 3 
proud record of progress, probably most of us connected 
with the industry will admit that our past record of sales. 
manship is shameful.” 


¥ 


“Many New England folks are watching the TVA ex. 
periment and particularly the manner in which the objec. 
tive of benefits to individuals is attained and how these 
‘benefits’ are distributed.” 


¥ 


“The world’s commerce is being strangled, not by 
tariffs and barriers—those cannot do it alone; commerce 
can climb them—but by the bonds that tie up the world’s 
gold and label it, ‘Reserve, Kept for a Rainy Day,” 


¥ 


“.. the experience to date with television in England 
has only served to emphasize the formidable nature of the 
problems which must be solved before a satisfactory sery- 
ice of television to the public can be rendered, and a new 
industry soundly established.” 


¥ 


“The modern service company is to the utility business 
what the specialist and the laboratory are to the medical 
profession. It is equipped to give competent advice on 
all matters having to do with engineering, operation, 
financing, accounting, and construction.” 


* 


“As for the basis of ‘prudent investment.’ Would the 
TVA want to be investigated, and have its rates fixed on 
that basis? Or, for that matter, on the basis of reproduc- 
tion costs? If it did, either way, it would be producing, 
I wager, the most expensive power on the face of the 
earth.” 


¥ 


“We are witnessing endeavors to work out plans for 
the codperative relationship of government and business. 
For instance, in the field of public utilities, the effort is 
to make this codperation of government work in the pub- 
lic interest, without destroying the great gains made 
through private development.” 


¥ 


“Don’t pass another law telling employers what to do. 
Try an experiment of passing a resolution calling upon 
the employers of the state voluntarily to do what you 
think they ought to do. Employers are patriotic. You will 
probably get 90 per cent of all you would get anyway 
by this method. And it would be like a breath of cool, 
fresh air to our bewildered and harassed employers.” 
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A NEW WORLD’S RECORD for 
STEAM PLANT EFFICIENCY 


,, Port Washington again lowers the mark 
* with a 1937 average of 10,835 Btu. ~ 


HE Port Washington Station of The Mil- 

waukee Electric Railway and Light Com- 
pany, Which comprises a single C-E Steam Gen- 
erating Unit serving an 80,000 kw _ turbine- 
generator, went into regular operation in the 
latter part of 1935. 


Duiing 1936, its first full year of operation, 
this station showed an average heat consump- 
tion of 10,954 Btu per net kwh which marked 
it as the most efficient steam station in the 
The 1937 performance bettered this no- 
table record, the average heat consumption 
having been reduced to 10,835 Btu per net kwh 
steam plant effi- 


world, 


—a new world’s record for 


ciency. 

For the entire was 
placed in service to Dec. 26, 
operated 86.2 per cent of the time. The distribu- 
tion of plant outage is as follows: Scheduled 
Inspections—6.2 per cent ;Lack of Load—2.5 per 
cent,Mechanical Trouble—2.2 per cent, Corrosion 
Trouble—2.9 per cent. The corrosion was de- 
termined to be of an electro-chemical nature 
and was eliminated in January 1987. The fact 
that Port Washington is not a base load station 
and that it is subject to a considerable load 
variation at times makes its record the more 
remarkable. 


period since the plant 
937, it has been 


Combustion Engineering fully appre- 
ciates that a large portion of the credit 
for this performance record is attribut- 
able to the engineering ability and eper- 


COMBUSTION 


C-E Steam Generating 
Unit installed at Port 
Washington Station. 
Designed to produce 
690,000 Ib. of steam 
per kr. at 1320 Ib. 
pressure and 830 F. 
total temperature. 





ating skill of those responsible for the station 
operation. We do feel, however, that here again 
we have convincing evidence that the confidence 
placed in the dependability and efficiency of 
C-E equipment, by those who have selected it 
for many of the most prominent steam genera- 
tion projects undertaken in the last few years, 
has been amply justified. 


Further recognition of the extra values ob- 
tainable in C-E equipment is found in the facts 
that C-B furnished the boilers last purchased 
for the world’s largest public utility, industrial 

and central heating plants. Of the world’s 
eight boilers having capacities of a mil- 
lion or more pounds of steam per hour, 
six are C-E Units . . . Combustion Engi- 
neering Co., Inc., 200 Madison Ave., N. Y. 
(A-898a) 


BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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“5 POINT SUPPORT” 
For Power And Heating Supply Lines 


1. Rapid Installation 3. Easy Maintenance 


2. coy. Ad Fortesent During and After 4. Full Provision For Expansion and 
Pipe Erection Contraction 


5. Stock Hangers and Supports To Hang Any Piping 


Grinnell offers a complete range of standard Sagging is corrected, even distribution of 


pipe hangers and supports to hang any piping _ weight is secured easily, quickly and accurately. 
any place—all scientifically designed, Write for Catalog 8, describing the complete 
ruggedly built, accurately threaded. With line. Grinnell Company, Inc., Executive Offices, 
Grinnell hangers, adjustments may be made Providence, R. |., Branch offices in principal 
AFTER the piping is erected. cities. 


ORINWELL 


_ sin. WHENEVER PIPING [5 INVOLVED... PIPING IS INVOLVED... 
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cboitt EMCO Longe agpacily 
le PRESSED STEEL METERS 


S everal of the important features of the EMCO PRESSED 


yroRMATION STEEL TYPE METER can be seen in the illustrations below. 





@ Diaphragm easily removed by loosening clamp- 
ing band screw, and removing clamping band. 


@ Drain pipes are provided which drain all four 


SS ae fe | diaphragm chambers at their lowest point. 
@ Rocker shaft and diaphragm bearings made 
accessible by removing diaphragm pan from 
rock shafts. 


Top cover easily removed, exposing tangent, 
tangent arm, and adjustments. 


Strong heavy flag rod, capable of taking all 
driving strains without deflection. 

Flag and flag rod sturdily built to withstand 
stresses due to large diaphragm area. 


Tested at double the working pressure for 
safety. 


Light, strong, pressed steel case reinforced and 
stiffened by cast iron valve plate. 

Moving parts carried in rigid valve plate, assur- 
ing proper alignment under heaviest pressures. 
Extremely compact case, requiring very small 
floor space. 


Construction reduces leakage risks and elimi- 
nates fire hazards. 


Positively accurate, whether measuring the 
flow to a pilot light or up to full capacity. 


No complicated calculations or empirical 
corrections, thus preventing consumers’ 
dissatisfaction. 
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This. machine auto- 
matically ‘ovides 
printed re m 
punched cards. 


The same machine for 


all phases of UTILITY ACCOUNTING 


J It isn't necessary to have a large volume of business to benefit by the 
punched card method of accounting. This modern, widely accepted 
accounting method now offers a unique and economical advantage to 
small and medium-sized companies. 

{| This advantage lies in the flexibility of the machine shown above. 
This one machine will take care of practically every type of utility ac- 
counting. Automatically, from punched cards, it will prepare complete, 
alphabetic and numerical reports. By simply altering the controls on 
this machine you can switch from Billing to Payroll to Operating Ledg- 
ers—all in a matter of minutes. 





] Let us send you detailed information regarding the accounting econ- M 
omy which this flexibility means to you. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: BRANCH OFFICES I? & 
—_ 








590 MADISON AVENUE, NEW YORK, NW. Y. PRINCIPAL CITIES OF TH” WORLD 
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i\ ‘“What do you mean better QUALITY in 
Trident and Lambert water meters? I 
NT, thought Neptune always was tops in 
Ss making water meters.” 


} 
a> 
‘ ° ‘§ j ‘ 
\ 


‘And still are—only more so. The 
added quality Neptune is putting 
into Trident and Lambert 
meters today is finer finish, new- 
er standards of precision, closer 
tolerances . . . certainly you'll 
admit that their development of 
new shop machines and modern- 
ized production methods is char- 
acteristically another Neptune 
step-forward in water meter 
manufacture.” 


NEPTUNE METER CO.—THOMSON METER CORP. 


50 WEST 50th STREET (Rockefeller Center) NEW YORK CITY 
NEPTUNE METERS, LTD. 
345 SORAUREN AVENUE, TORONTO, 
ONTARIO, CANADA 


Modern parts inserted 


in 39-year-old Trident y 
Disc Water Casing » 


& LAMBERT werees OVER G6 MILLION 
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Inside Information 


On The Burnham Gas Boiler 


S° much stress is put these days on 
dolling up boilers to make them 
look good, that their make-good is all 
too often secondary. 


That’s not so with this Burnham. 
Its make-good was first-and-foremost 
proven. A. G. A. approved under the 
latest regulations. 


We are not going into details here, of 
why its make-good is so good. All that 
is clearly shown in the catalog, to 
which you are welcome. 


Glad to submit for your examination 
and check up, records of its economy 
performance in the field. A perform- 
ance that has lived up to the shop test, 
unbelievable as that may seem. 


Send for catalog. Get the facts. See 
for yourself. 


IRVINGTON, NEW YORK 


ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 
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ENTY of trouble for Baldy. But none on the A.C.S.R. 
lines, so the little game he started,“to trim the 
pikers,” lasted all night. He’s had a rough going over. 
You learn to expect a minimum of trouble when the 
conductors on your hi-lines and rural lines are Aluminum 
Cable Steel Reinforced; no need to have your gangs up all 
night waiting for trouble. Operating men everywhere re- 
port regularly that their A.C.S.R. lines have gone through 
serious ice, wind and electrical storms without injury. 
To the following factors, considerable credit must go 
for the enviable performance of A.C.S.R. lines: the light 
weight and corrosion resistance of Aluminum, the high 
strength of steel, and the perfected system of vibration 
control. ALUMINUM COMPANY OF AMERICA, 2134 Gulf 
Building, Pittsburgh, Pennsylvania. 


FOR RURAL LINE 
FOR POWER TRANSMISSION 
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Ask for Special Publication No. 66 





Delta~Star Q) Eleotnic Go 


2400 BLOCK FULTON STREET,CHICAGO, ILL. 


An eight unit 75 
K.V. Vertical Lift } 
Metal-Clad Switch- | 
gear with rectangn- | 
lar instruments, | 
meters and relays, | 
The front is illumi- 
nated by a stream- | 
lined lighting fix. | 
ture. | 

Enclosed in the | 
satin - enamel fin- | 
ished die - formed } 
safety steel enclos- | 
ures are the oil cir- } 
cuit breakers, in- 
strumenttransform- } 
ers and_ insulated 
buses. 





SANGAMO TYPE L-2 METERS 


The Type L-2 two-element meters com- 
prise two complete electro-magnetic 
elements driving a single disk. They are 
designed for modern "A" and "S" 
mountings, thus combining conven- 
ience in installation with a minimum of 
space requirements. Electrical char- 
acteristics meet all the requirements 
for modern meter accuracy and per- 


formance. 


SINGLE DISK 
TWO-ELEMENT METERS 


TYPE L-2-S 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRING 


FIELD, ILLIN 
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.. + THE RESULTS justified his judg- 
ment, and long before the 10 days were up! 
Letters came through faster, they were better 
looking, right the first time—in the mails 
earlier! In that office, THE DESK TEST 
proved—just as it will in yours—that Easy- 


%The DESK TEST is a fact-finding 
trial. It costs nothing, proves everything. 
Phone your Royal representative for in- 
formation, or use the coupon below. 


WORLD'S NUMBER 1 
TYPEWRITER 


SAID THE VICE-PRESIDENT 


Writing Royals save time and money, turn 
out finer typing, more of it, at lower cost. 
Why not let your secretary try a Royal? See 
for yourself! Royal Typewriter Company, 
Inc., 2 Park Ave., New York. Factory: 
Hartford, Connecticut. 


ro ld’a largest company devoted exclusively to 


e€ manufacture of typewriters 


Copyright 1938, Royal Typewriter Company, Inc. 


l 
, GET A 10-DAY DESK TEST FREE! 
{ Royal Typewriter Company, Inc. 
Department WPU-3338, 
} 2 k Avenue, New York City. 
| @ Please deliver an Easy-Writing Royal 
j to my office for a 10-day FREE DESK 
TEST. I understand that this will be 
| done without obligation to me. 


ee 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





z 


peseties a, & 










TIME, TIDE—AND ELECTRICITY 


URING 1937, the tide of electrical 


progress reached new heights of accom- 
plishment. 


New higher-efficiency MAZDA lamps were 
placed in production — giving your customers 
better light for the same money. As a result, 
more and more light will be used. Then, too, 
a rapidly increasing interest in street and high- 
way lighting was built up among public-safety 
organizations. Here is a real public service, as 
oldas the industry itself, but never sobadly need- 
ed as mow. High honors can also be awardéd to 
electric cookery, refrigeration, air conditioning, 
and electric heat in industry, all of which were 
lifted to new peaks of usefulness—and public 
acceptance—during the last year. 


Perhaps even more significant have been re- 
cent improvements in the General Electric 


equipment you need to serve these loads: 
Turbine-generators that will help you save on 
your fuel bills, new switchgear—for safe, re- 
liable switching — which actually does away 
with many major items of breaker-installation 
cost; distribution capacitors to cut losses and 


avoid more expensive methods of gaining 
capacity; new wide-limit meters with higher 
accuracy on all loads. Collectively they rep- 
resent the greatest advance toward better 
service at less cost ever made in so short a 


time. 

Look to these General Electric developments 
today. Full use of such developments leads 
inevitably to reduced operating costs and to 
greater revenue and good will. All with the 
further assurance that your purchases will help 
keep the tide of electrical progress moving 
forward irresistibly. 


GENERAL @ ELECTRIC 
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Buckeye’ DitcHERS 


odel 11 digs trench 111,” 
22" wide, depths to 5!/2". 


Miicdel 12 digs trench 14!/>" 
- 24" wide, depths to 5'/2". 


ss, 


ACCURATE... Low-cost ditchi 


WA ' Put a Buckeye Ditcher on the job and you know that the trench 
will be completed on schedule and at minimum cost. No soil 
ORIGINATORS condition short of rock is too difficult and you have available 
of the , the power and the choice of digging speeds that make re- 
markable savings in time. When you buy a Buckeye you are 
WHEEL: TYPE getting a machine into which has gone all the engineering skill 
DITCHER and experience that comes from well over a third of a century 
: of building trench excavating machines, in use wherever pipe- 

lines are laid, the world around. 


BUCKEYE TRAILER 


For ease in transporting Buckeye Ditch- 
ers, investigate the advantages of these 
tugged, easily loaded trailers—built in 
6, 10, and 15 ton capacities. 


THE BUCKEYE TRACTION DITCHER CO., 
. FINDLAY, OHIO ; 
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Make sure 
that order reads 


“EAGLE” TWISTED 
JUTE PACKING 


— 


AMERICA 
ROPE: TWINE 
\QAKUM: PACKING | 


See American First”’ 
Also Manufacturers of 
AMERICAN “SUPERIOR” ROPE 





The new Davey side by side Model 105 delivers 

105 cu. ft. of actual air . . . is economical, light- 

weight, efficient . . . exceptionally short and com- 

pact... easy to transport .. . ideal for every 
public utility use. 


| bate industry has a leader... in air 
COMPRESSORS DAVEY STANDS ALONE 


Survey Davey's record in the compressor field . . . builder of the world's first air-cooled 


compressor . . . originator of tractor mounted units ... exclusive maker of complete truck power 


take-off machines especially designed for utility use. 


DAVEY COMPRESSOR CO., INC. KENT, OHIO 
“The World’s First Air-Cooled Compressor” 
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ONE WAY... 


withouta => 
concrete envelope 


OR ANOTHER 


“concreted-in” 


H CONDUITS cut 


Electrical Distribution Costs! 


ELECTING the right electrical con- 

duit to meet specific problems is an 
important factor in providing for perma- 
nent distribution savings. 

Consider, therefore, the contributions 
made toward this end by both J-M 
Transite Conduit and Transite 
Korduct ... 

Both are asbestos-cement in composition 

. hence permanently resistant to corro- 
sion, incombustible and weatherproof. In 
common, these materials possess an in- 
herent durability that promises years of 
virtual freedom from maintenance. 

And there are installation economies, 
too! In the case of Transite Conduit—its 
strength permits installation without an 
envelope. “‘Concreting-in” is eliminated. 
Large savings immediately effected. 

As for Transite Korduct . . . it’s the 
logical choice on all multiple-duct trans- 
mission systems — or wherever the service 
calls for “‘concreting-in.” For here, its light 


weight and long lengths reduce both material 
and handling costs. 


For free data-sheet manuals on both Transite 
Conduit and Transite Korduct, write Johns- 
Manville, 22 E. 40th St., N. Y. C. 


Johns-Manville 


TRANSITE CONDUIT 


for use underground without concrete 


envelope and for exposed locations 


TRANSITE KORDUCT 


Pilm@elstteclirbalisM@ismulaluas dc 


JM. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





1. CREATIVE ABILITY 
2. SALES ABILITY 
3. SERVICE FACILITY — 


are the three ““MUSTS”’ of successful Advertising 


"Medium Management... 


@ Creative Ability —to provide something new, something 
different, something interesting which attracts Buyers. 


@ Sales Ability — to convince Advertisers that both the 
Advertisement and the Medium are well worth the money 
they represent. 


Service Facility —to place, time and control that adver- 
tising to the best interest of the advertiser whether his 
advertising message be addressed to the Neighborhood 
or the Nation — 


A constant experience of nearly 50 years guides 


BaRRON G. COLLIER, INC. 
745 Fifth Avenue, New York 
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ov secure MIAXEMIOM FYE Protection 





WITH SUPER-DREDNAUT DEEP CURVE LENSES 


Super-Drednaut toric form or DEEP CURVE lenses are much stronger than any other 
form of lens made. They withstand much harder blows and impacts from steel chips 
and other dangerous flying particles, without breaking, than any other form of lens. 
And, the deep curve tends to prevent the broken glass from being driven into the eye, 
should the lens be broken under a most severe blow. The ADDED STRENGTH is in 
the DEEP CURVE. 


Why not fortify your men against possible serious eye injuries by supplying them 
with Super-Drednaut Goggles fitted with DEEP CURVE lenses—the goggle that pro- 
vides modern and MAXIMUM eye protection. 


Your men deserve the best eye protection that money can buy, 
and you can buy Super-Drednauts for but a few cents more 
than the ordinary kind. 


Super-Drednaut Goggles are further equipped 
with our Non-Rubber Headband—the only one of 
its kind on the market that eliminates completely 
all the unpleasant annoyances so prevalent in the 
old style elastic headbands. 


Send for a Super-Drednaut today and inspect 
Super Drednaut 50-S Goggles these superior features. 


THE SAFETY EQUIPMENT SERVICE COMPANY 


Buell W. Nutt, President z+: 1230 St. Clair Avenue, Cleveland, Ohio 
Manufacturers of a Shienie Line of Accident-Prevention Equipment 
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EVEREADY 


TRADE MARK 


INDUSTRIAL _ 
FLASHLIGHT 


‘Built for Rough Treatment? 


The “Eveready” Industrial Flashlight is bui 
for ROUGH treatment. The entire outer c: 
is made of heavy fibre reinforced inside } 
brass parts to help withstand severe service, 
The lens and lamp are protected by a special _ 
cushioning which softens the hardest imp 
This flashlight has no exterior metal Lai: 
it is completely insulated for working « 4 
“hot” wires, and therefore prevents shocksalil 
short circuits. The casing will not dentandisnot — 
affected by oils, grease, gasoline, alcohol orother — 
solvents and does not deteriorate with age. 
The moulded slide switch is positive in opera- 
tion and slides “on and off” easily. The whole 
assembly can be readily taken apart and put 
together without tools. Particles of grit cannot 
cause trouble. 


TO REMOVE: Slide the switch “A” to the “on” position and hold it 
firmly against the tube with the thumb. Insert longest finger of right hand 
in tube and press brass contact strip “C” directly in front of lug “B”. This 
pressure releases the latch and the strip will slide out. 

TO REPLACE: Hold flashlight as shown and press the switch “A” in 
the “off” position, holding it firmly against the tube. Insert brass contact 
strip “C” with the small raised latch piece “D” on the top, Push it through 
the slot in the first lug “B”. Press down on the slide to flatten the “bow”. 
This pressure will lift the end so it may be pushed in through the second 
lug. Continue to push forward until a distinct click is heard. Then the 
switch is latched and properly assembled. 

















NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y. + Branches: Chicago, San Francisco 
Unit of Union Carbide and Carbon Corporation 
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m and Maintenance Model 1950. Several 
» and interesting features contributing to 
bpearance, economy and safety are presented 
this model. See it in our new catalog. 


Baker Steel Utility equipment in- 
ludes— Line Construction and 

aintenance Bodies; Light, Medium 
and Heavy Duty—Telephone Instal- 
lation and Service Bodies — Cable 
Splicer Trailers—Pole and Material 
tailers— Aerial Ladder Units — 
Winches and Power Take Offs — 
Pole Derricks—Reels, 





@ The new 1938 Catalog of Baker Steel Utility 
Bodies and Equipment is ready. Its pages are full of 
interesting illustrations, diagrams and specifica- 
tions of the latest developments in Utility Service 
Equipment ... newest contributions to efficiency, 


economy and safety. 

You'll find this new Baker Book convenient and 
helpful in considering your line service equipment 
needs for 1938. Send for your copy today. 
The BaKER-RAULANG ComPANy, Utility Body 
Division, West 80th Street, Cleveland, Obio. 


Utility Body Division 
THE BAKER-RAULANG CO. 
W. 80th St., Cleveland, Obio. 


Gentlemen: 
Please send me a copy of your 1938 Ca 


Name and Title 
Company 
Address 
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je-groove alloy “ d 
° provide Aexibility to ¢ 
onstruction betw 


erosion and corrosion. 


For these and other features th 
nomical operation—sPecry Darling for 
stallation! 


DARLING VALVE & MANUFACTURING co. 
Williamsport. Pa. 


New York Oklahoma City Houstoe 
pittsburgh Toledo Evansto®. m. 


DARLING GATE VALVES 


a 
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Minimax Stores, Houston, Texas, with “Louvre Lens” lighting. Two-fold merchandising 
objectives accomplished: (one) Indirect lighting for newness and modern appearance; 
and (two) downward or “punch” lighting delivered on merchandise displayed. 


66 
suths ure Lens’ 
An ingenious innovation of moulded, heat-treated 
glass, that when used in conjunction with Indirect 


Lighting, unfolds vast new fields for Utility Companies’ 
Lighting Departments. 


—=t— 


2615 Washington Blvd. 
St. Louis, Mo. 


WORKING HAND-IN-HAND WITH UTILITY LIGHTING DEPARTMENTS 
LE es 
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To supplement your organization . . . to save you the cost of 
breaking in additional linemen . . . to enable you to avoid dis- 
charging new men when projects near completion . . . 

To build rural lines on a production basis at surprisingly low 
costs ... to save you time and trouble as well as money. on 
your extra rural or transmission line construction. 

These are the services Hoosier Crews have been performing 
for 17 years and are ready to perform for you. 





OOSIER E 
CAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Eepmaseing Company, Lid. 


RECTORS OF TRANSMISSION LINES” 
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UTILITY REGULATION 


wD 


1937 PROCEEDINGS 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


$6.00 


DISCUSSIONS BY SPECIALISTS 
| ON PUBLIC UTILITY REGULATION AND ACCOUNTING PRACTICES 


50 COMMISSIONS (FEDERAL AND STATE) REPRESENTED 


Rate Regulation—Rural Electrification—Public Utility Holding 
Company Act—Regulation of Securities Issues—Regulation 
of Accounting Practices—Problems Presented by the 
Federal Motor Carrier Act 


OTHER PUBLICATIONS OF THE N. A. R. U. C. 


Uniform System of Accounts for Electric Utilities 
(Classes A, B, C and D) (1936) 
Uniform System of Accounts for Gas Utilities 
(Manufactured and Natural Gas) (Classes A and B) (1936) 
1937 Revisions in Uniform System of Accounts for Gas Utilities 
Meetrensent Urite fOr. TOCtriS ‘WMUIES. 0.0 o's ck acew a's Fulesnce ccwb evince pcncicceaddenmuea 1,00 


Depreciation—A Review of Legal and Accounting Problems.................0e00% 1.85 
Report of Committee on Public Utility Rates (1937) / 
Report of Committee on Public Utility Rates (1936).............cccecccceeeevceee 50 
Report of Committee on Progress in Public Utility Regulation (1937)............. 75 
Report of Special Committee on Progress in Public Utility Regulation (1936)...... 50 
Recent State Legislation Affecting Public Utility Regulation 

Prepared by the Special Committee on Progress in Public Utility 

Resulation (Chart 17°: <° Zi"). (UGS) ois ices tyes cay detec dpsincae ca oiaae Lie 50 


(Where remittance accompanies order we pay forwarding charges) 


THE STATE LAW REPORTING COMPANY 


Official Reporters and Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 
=— 

















Decrees nts SO Tae ATOR ain sa'v'0 bs obo bs Bed sie bec 000 bene ddiedscneuee 1.00 | 
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EVERY RETAIL GAS RANGE AD 
SHOWN HERE “= 





These clippings show the gas range ads of retail stores in 
every part of the country—and every ad proudly features 
Robertshaw Oven-Heat-Control. 

Here is concrete evidence of the important part that 
Robertshaw plays in gas range selling—because every line in a retail ad must earn its salt. 

If you manufacture gas ranges—choose Robertshaw because it's the Oven-Heat-Control that helps 
sell ranges. If you sell gas ranges—display Robertshaw in your ads—because it is the Oven-Heat- 
Control all women know. 
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The International T-40 TracTracTor with "this " hole-drilling end . pole-setting machine drille & beles, 13 inches is 
diameter, 400 feet apart, and sets 8 poles, 12 inches in diameter, per hour. 


Cost-Cutting is the job of 


INTERNATIONAL Industrial Tractors 


INTERNATIONAL HARVESTER builds a complete 
range of power and transportation equipment. 
Crawler tractors, wheel tractors, power units, 
and motor trucks ... all are available under 
the International banner and all have the same 
International Harvester quality built into them 
from end to end. 


An outstanding example of this quality is found 
in International TracTracTors. Year-after-year 
performance on the job has proved the value of 
the many features this organization has brought 
to the crawler-tractor field. International Trac- 
TracTors convert an exceptionally large per- 
centage of their engine power into useful work. 
All vital parts are completely protected against 


entrance of abrasives and water. Steering 
clutches, operating on high-speed shafts, permit 
“finger-tip" control that gives extra quick 
response and extra ease of operation. Steering 
clutches and brakes are so readily accessible 
that they can be inspected, adjusted, or re 
placed in a minimum of time. 


Such things as these are reflected in the 
sheets—they make possible the economy 
operation and maintenance for which | 
tional Industrial Tractors are famous. 
TracTors are available in five models ( 
and Diesel), and there are five wheel tractor 
(gasoline and Diesel). Ask the nearby | 
tional dealer or Company-owned branch 
complete details. 


Tree: 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


180 North Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 
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Better Lines 
ane built with 
Porcelain Products Insulators 








PORCELAIN PRODUCTS, INC. 
PARKERSBURG, W. VA., U.S. A. 


HI-VOLTAGE INSULATORS —SINCE 1894 








“THE MOST POWERFUL AND SERVICEABLE” 


HAND SEARCHLIGHTS— 
WORKLIGHTS— 
REPAIR CAR ROOF LIGHTS 


MADE SPECIALLY FOR 
ELECTRIC—GAS—TELEPHONE— 
RAILROAD REPAIR CREWS 


WRITE FOR FOLDER 


MORE IMPORTANT. CARPENTER MANUFACTURING CO. 
THAN EVER BEFORE Cambridge, Mass.—Cable address “Portalite” 
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Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolu- 
tionary larger-capacity foam equipment for 
flammable liquid fires. 

The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 2!/."). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into 
the water stream in the proper proportions 
to form foam. 

There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 





: 
A New Low-Cost Foam Tool! 
Less than 20 gallons of water at a Pressure o 
75 pounds or more are required per mi 8 


This is the only efficient foam unit available 
for small lines. One gallon of Pha 
Solution makes 350 gallons of foam. 300 
400 gallons per minute may be conti 
produced by merely pouring additional sc 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask 
descriptive literature, prices and a ¢ 
stration of the Phomaire Unit illustrated 
the left. Don't wait! Mail your request 


Get the Latest Foam Equipment — 
) gna j 5 


developed, made and sold # 





¢ Manufacturing Compan 


NEWARK NEW J xy 


ans rmanceco ff 


ATLANTA 
RANBAS CITY 
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A Patented Product Connelly Products 


(Oy ] of Controlled Uniformity —pyinixed Oxide. Iron 


Sponge—Regulators for 

District, Station, Service 

or Appliance — Back 
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filler, heavily “tndaneanee tion Supplies. 
with active, hydrated, alka- 
lized oxide—the ideal purifi- 
cation material that insures 
extra high capacity and sus- 


tained activity. Its use means 
fewer box renewals and more 
economical gas purification. 


Shipped by bent, train a Write for 
truck. Place orders now for ‘ 
immediate delivery. Bulletin No. 100-B-1 
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NO ”“TIME-OUT” 
FOR CLEANING 


A few turns of a hand- 
wheel diverts the flow 
from the fouled chamber 
to its twin, permitting 
the fouled chamber to be 
opened, its basket re- 
moved and dumped, and 
replaced ready for service 
when the alternate 
chamber shows signs of 
clogging. A pressure in- 
dicator on each chamber 
is the usual method of 
showing when cleaning 
is necessary. 
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It’s worth many times the cost of the strainer to prevent 

a piece of foreign matter getting loose inside an expensive 

unit of liquid-handling equipment. Compared to this 
situation a “bull in a china shop” is a joke. The vast amount of 
damage prevented by the thousands of Elliott Strainers now in 
service, is incalculable. These strainers are meeting every straining 
condition, in utility power plants everywhere. They are practical, 
efficient, and time-tested. 

Built in several types for particular service, pressure, space I'mi- 
tations, etc. One side of the strainer is working, while the other is 
available for removing and dumping the strainer basket. Made in 
a complete range of sizes. Large sizes can be motor-operated. 
Special type for oil. Literally thousands of Twin STRAINERS are in 
service. SINGLE STRAINERS and SELF-CLEANING STRAINERS too. 
Write for the Elliott Strainer Catalog. 
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{ Eastern Safety Conference concludes session, Newark, N. J., 1938. 





{ American Water Works Association, New York Section, will hold meeting, Jamestown, 
N. Y., March 17, 18, 1938. 








{ Massachusetts Safety Conference will hold session, Boston, Mass., March 21, 22, 1938. 





{ Texas Telephone Association will hold convention, Dallas, Tex., March 23-25, 1938. 








€ faire Gas Association begins National Industrial Gas Sales Conference, Pittsburgh, 
a., 








+ | oe Electric Institute Sales Committee will hold meeting, Chicago, Ill., March 28-31, 





{ Iowa Engineering Society opens annual meeting, Iowa City, Iowa, 1938. > 





1 ee Telephone Association will convene for session, Oklahoma City, Okla., March 





{ American Gas Association Gas Distribution Conference will convene, Cincinnati, Ohio, 
April 4-6, 1938. 





1 seesponet Telephone Association will hold annual meeting, Kansas City, Mo., April 4, 5, 








{ Mid-west Gas Association will hold annual convention, St. Paul, Minn., April 11-13, 1938. 





1 Mid-west Power Conference will be held, Chicago, Ill., April 13-15, 1938. 





1 or Railway Engineering Association opens meeting, Chicago, Ill., March 15-17, 














1 American Chemical Society, Division of Gas & Fuel Chemistry, will hold meeting, 
Dallas, Tex., April 18-21, 1938. 
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Jackson, the Public Utilities, 
And Big Business 


Impression of the Pugnacious New Dealer 


A close-up view of the picturesque Attorney of the 

United States Department of Justice who, the author 

says, is “all set to raise hell with business,” who is on 

friendly terms with President Roosevelt, and who is so 

hostile to bigness in business that he is apt to confuse 
bigness with monopoly 


By HERBERT COREY 


ert H. Jackson. It is more of an 
impression. Too much of our 
talk was off the record. If I quoted 
him thoughtlessly I might get out of 
bounds. But this is what I think of 
him, 
He is all set to raise hell with busi- 
ness, 
Whenever President Roosevelt gets 
severely critical of business, Jackson 


, \HIS is not an interview with Rob- 
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is at his side. When the President 
shows a little of his softer self, Jack- 
son moderates mildly. But he is ready 
to spring at Business at the signal. He 
capitalizes the word Business. Like 
this: Business. Just as you do the word 
Apaches. He is at the moment Presi- 
dent Roosevelt’s choice for the Demo- 
cratic nomination for governor of New 
York. 

The St. Lawrence development 
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plan and other utility problems are in 
New York. If Jackson is nominated 
—and elected—and makes good as 
governor, today’s guess is that he will 
be President Roosevelt’s choice for the 
presidential nomination in 1940. They 
think alike, look alike, they even talk 
alike. Except that Jackson thought 
most of his thoughts against utilities 
and Business—capitalized—and mo- 
nopoly before Roosevelt did. 


I he all set to give Business and the 
utilities the scare of their respec- 
tive lives? I would say that he is, but 
I would not bet on it. I do not know 


what might happen between now and 
the next move. Jackson is honest. He 
is sincere. He gets pretty savage about 
Banking—also capitalized—and Hold- 
ing Companies, which two words he 
would print in the bold-faced type for- 


merly used to advertise certain equine 
social activities in the days when we 
still had livery stables, and Magnates. 
But he is also as smart as a burrow-full 
of weasels. If he finds that lambasting 
Business no longer pays politically he 
might pull his punches. He did not get 
to be where he is today without learning 
some of the facts of life. On the other 
hand he might not. He said what he 
had to say about utilities and Business 
and Banking at a time when his was a 
small voice squeaking in a dense wilder- 
ness. 

He even told his fellow lawyers that 
the public did not think much of them. 
They were, he said, problem children 
burglarizing the jam closet. I like him. 
I once stated in print that it comes 
natural to call him Bob. He is a good 
guy. There is no doubt about that. 

I continue to think that he is all set 
to raise hell with Business. 
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W: got to talking about utility 
holding companies. He is ag’in 
’em, just as Calvin Coolidge’s preacher 
was ag’in sin. He thought they could 
be and would be beaten down. He did 
not deny that there are holding com- 
panies which have played and are play- 
ing an essential part in American busi- 
ness. Holding companies are the 
natural, the inevitable, instruments 
which have enabled American business 
to expand so rapidly and on the whole 
so healthfully. He made a distinction 
between holding companies which safe- 
guard the interests of the operating 
companies they control and those which 
are implements of speculation impure 
and complicated. But he did not em- 
phasize these distinctions, and when he 
spoke of holding companies he lumped 
them in one basket. The state must 
regulate them, he said, as a protection 
to the investors. 

I gathered that Jackson is hotly 
against big business. I do not mean 
that he is against all big businesses. He 
is too fair and able a man to take that 
position. For all that his natural in- 
clination is hostile to big corporations 
as a class. A big company is a mo- 
nopoly to him—or so it seemed to me— 
just as a workman’s cap used to look 
to William Jennings Bryan like a 
crown of thorns. This inborn tendency 
led him to talk about the tobacco and 
packing and milk and commercial 
wheat monopolies in a recent speech 
and earned for him this good-natured 
touching up in the editorial columns of 
The Wall Street Journal: 


Mr. Jackson charged big business with 
having “thrust itself between the producer 
and the consumer” in such a manner as 10 
be in a position to “dictate terms to each. 
He instanced the cases of tobacco, in which 
thirteen manufacturers bought 64 per ces 
of the crop; the commercial wheat crop, of 
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which thirteen companies took 65 per cent; 
the cattle crop, of which ten packers took 51 
per cent of the cattle marketed and 37 per 
cent of the hogs; and of the commercial 
milk product, of which twelve companies 


took 13 per cent. : 

These look like impressive figures as they 
stand, but is the inference therefrom valid 
to “monopoly” or to an exploitation of con- 


sumers? 


f bes Wall Street Journal went on 
to cite evidences of the keen com- 
petition between these great companies 
to show that monopoly does not exist. 
Jackson declared that steel prices were 
increased at least three times what was 
needed to cover wage increases and 
twice that needed to cover both wages 
and raw material. These figures have 
been sharply challenged by the whole 
steel industry. These citations are made 
here only in support of my conviction 
that Mr. Jackson fears and suspects 
bigness in business and seems to lack 
the desirable faculty of discrimination. 

He said the holding companies could 
be wiped out—and he did not say the 
“bad” holding companies—without in- 
juring the operating companies. He 
specifically spoke of the Alabama 
Power Company as one which was in 
the midst of the Tennessee valley mess 
and had not been hurt. Yet almost on 
the heels of this talk came Wendell 
Willkie’s offer on behalf of the Com- 
monwealth & Southern holding com- 
pany to sell to the government all its 
operating companies in the Tennessee 
valley because they cannot carry on 


against government competition. He 
was insistent on the desirability of the 
local investor retaining the direction of 
local industries and it is at least to be 
assumed that the operating companies 
offered for sale to the government in 
the Tennessee valley were originally 
backed by local money. At least, that 
is the usual rule. He manifested no 
concern at all over the possible fate of 
the investor in the holding companies, 
bad or good. 


We an investigation recently made 
by the American Federation of In- 
vestors shows that more than 86 per 
cent of the stockholders in 110 of the 
leading corporations of America hold 
lots of 100 shares or less. 

“T am not a business man,” I said. 
“T do not care how many rascals in 
business you catch and punish. Hang 
‘em if you like. All I ask is that you do 
not unnecessarily hurt me.” 

“The hell you’re not a business 
man,” laughed Jackson. ‘You talk the 
way they all talk. They come down here 
to Washington and say: 

“*Give the other fellow hell. 
don’t hurt me.’ ” 

On examination, however, Jackson’s 
objection to the holding company 
seemed to embrace the good as well as 
the bad companies. He criticized 
absentee ownership and the wide spread 
of privately owned companies. A hold- 
ing company owned by the government 


But 


embrace the good as well as the bad companies. He criticized 


q “.. . Jackson’s objection to the holding company seemed to 


absentee ownership and the wide spread of privately owned 
companies. A holding company owned by the government 
seemed all right to him. I gathered that he favors public 
ownership or, at the very least, public control.” 


261 


MAR. 3, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


seemed all right to him. I gathered that 
he favors public ownership or at the 
very least public control. The small 
stockholder, he said, was helpless in the 
hands of his company management. No 
matter what the management did he 
could not do anything about it. Some 
one must protect him. The only protec- 
tion to be found was by the govern- 
ment. The investor would sell his 
stock and buy government bonds. 

“What do you mean he’s helpless? 
He has plenty of power in his hands. 
He can vote the management out if he 
feels that way about it.” 

“Of course,” said Jackson, “he can 
do that.” 

“Tf he does not then he has himself 
to blame.” 


beer could not see it that way. 
The clear implication in tone and 
words was that the poor mutt would 


do nothing of the sort. As he was 
obviously not fit to run his own affairs, 
the government must step in and do it 
for him. No reference was made to 
that government-owned housing proj- 
ect near Indianapolis in which the rain 
washes through the walls or the TVA 
bookkeeping or the fix in which the 
government left the railroads after the 
war or a lot of other government- 
owned and operated enterprises. The 
evidence is that several hundred thou- 
sand corporations in this country have 
been able without the assistance of the 
government to pay dividends to their 
stockholders and very, very juicy in- 
come taxes to the government, for it 
began to appear that these desirable 
ends are not to be the sole aims of busi- 
ness in the future. Perhaps Jackson is 
right. I would not argue the point with 
him. But as I understood him the pri- 
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mary effort hereafter is to conduct 
American business “on a policy of high 
volume production, low prices, and the 
highest wage scale possible.” 

No one would complain about that. 
It is precisely the plan on which the 
utility industry as a whole has been 
operating for years. That policy was 
largely framed by the holding com- 
panies. It might be objected that Mr. 
Jackson did not mention the stockhold- 
ers who furnish the money by which 
this policy is made possible. Not that 
he had forgotten about them. He made 
some pertinent remarks about Ameri- 
cans who loaned their money to for- 
eigners to build roads and schools and 
factories and lost it. 


Speen that phase of idiocy will 
not be repeated, he thought. Our 
fingers have been too well burned. His 
own fingers have been burned also, but 
not on foreign loans guaranteed by 
governments that could not put up 
negotiable security for forty cents. He 
worked hard and lived frugally and 
saved money and invested it. Then his 
investments went sour. 

“T’d have done better,” he said, “if 
I had put my savings in government 
securities—state, city, and Federal.” 

If all Americans had put their money 
in government securities, Mr. Jackson 
need not now be worrying over the big- 
ness of big business. His eyes seem to 
be set on the job-providing potentiali- 
ties of Business rather than on its 
present solvency or future profit-mak- 
ing possibilities. I think that he actu- 
ally believes that Business went on that 
sit-down strike of which so much has 
been said. I know that it seems in- 
credible that he should believe any- 
thing of the kind, but I do believe he 
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Jackson’s Hostility to Big Business 


‘oH is so hostile to bigness in business that he is apt to confuse big- 

ness with monopoly. He admits that there are good utility 

holding companies, but he dislikes the wide spread, the absentee owner- 

ship, and the great power of even the best of them. If Business— 

capitalized—does not conduct its affairs as he thinks they should be 

conducted, he favors the direct interposition of government. This might 
be either through ownership or imposed control.” 





believes it. If he does not then he can 
put over an impression in a dramatic 
way. He said that General Motors had 
no right to lay off 30,000 men. 

“The company had $400,000,000 in 
reserve. Knudsen said he had to cut 
down production because he could not 
work off used cars on the market.” 

“But if he could not sell his used cars 
he could not sell his new cars. They 
would pile up in the lots, getting more 
out of date every day—” 

I cannot quote just what Jackson 
replied, but the gist of it was that if 
G. M. had wished to keep the 30,000 
men on the payroll, it could have done 
so. He was convinced that this and 
similar lay-offs were spite work. 

“I know a man in Wall Street—a 
friend of mine, too—who said when 
the depression began : 

“‘Now we've got that so-and-so 
where we want him.’ ” 

It was perfectly clear that he be- 
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lieved that if government had been in 
control there would have been no lay- 
offs, no matter what might have been 
the state of the market for used cars. 
At least this was clear to me. My im- 
pression is strengthened by a statement 
made by Jackson in his debate with 
Willkie. He had complimented the 
automobile industry as a whole because 
it had made cars at prices the people 
could afford to pay, “following a high 
volume, low-price policy.” 

Then he said: 

“IT hope to see antimonopoly laws 
enacted that will be adequate to throw 
the power of organized government 
back of those businesses which are pur- 
suing a policy of serving the public 
with an abundance of goods at prices 
it can afford to pay.” 

If that does not mean either govern- 
ment ownership or government control 
then I do not know what words mean. 

“Tt will take all the strength and in- 
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telligence of both business and govern- 
ment to make (the present system) 
work under existing foreign and 
domestic stresses.” 

If industry will not provide what 
Mr. Jackson regards as a proper eco- 
nomic arrangement that will provide 
jobs at the highest possible scale of 
wages for every one who wants to 
work, and plenty of goods at low cost, 
then, 

“The people are determined to pro- 
vide it for themselves through their 
government.” 


HESE things that Jackson says 

would not amount to a puff of 
smoke in a windstorm if some others 
had said them. Washington has been 
noisy with young folks who came here 
in fine clothes and went home in bar- 
rels. It is true that some of them put 
their theories over and made ’em stick, 
but a larger assortment got govern- 
ment jobs, gibbered on soap boxes, 
wrote cockeyed books and eloquent 
articles, were accepted by the unin- 
formed as authentic mouthpieces of 
the government, and were finally swept 
up by the janitor. But there is real 
weight behind Jackson. 

He has established himself with the 
Supreme Court of the United States as 
a sound trial lawyer. That means that 
he passed the most severe test possible. 
Before the court was changed by the 
addition of Justices Black and Reed 
the nine old gentlemen used to sit 
bright-eyed on their top rail, waiting 
for a chance to fly down and pick the 
bones of some careless barrister. They 
whetted their beaks on one law officer 
of the government until he gave it up 
and went home. Jackson was a known 
liberal, he had taken various explosive 
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socks at courts in general, he favored 
President Roosevelt’s plan to water 
down the Supreme Court itself by 
pouring in new men from time to time, 
and he appeared before the court to 
defend the New Deal’s measures, 
Under the rules of the game, as out- 
siders saw it, he might legitimately 
have been hazed. 


we the court is only interested in 
the legal quality of the practition- 
ers who come before it. He won for the 
government the Electric Bond and 
Share Case (that was in the district 
court of New York) in which the 
Public Utilities Holding Company Act 
had been attacked, and the Silver Tax 
Case in the Supreme Court, the Cocoa- 
nut Oil Tax Case, the Social Security 
Cases, the value of the gold dollar 
cases, and various others. It was ob- 
served that he was treated with respect 
which even verged on liking by the 
court, and that the questions directed 
to him were designed to bring out all 
the facts and all the law. He won high 
rank. His off-side comments have 
often been brisk and illuminating. In 
the tax case in which Andrew Mellon 
was the successful defendant Jackson 
once said : 

“The Mellon case is that two hur- 
dred thousand dollars can do no wrong. 
Our case is that it can.” 

It is true that Jackson has been 
charged with lack of trustbusting as 
Assistant Attorney General in charge 
of the trust-tilting squad, but it is also 
true that there was the lack-of-funds 
handicap. A big trust case costs all 
the way from $100,000 to $150,000 
to prepare and Jackson just was not 
given the money. It is further true 
that he complained that the anti- 
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trust laws are furnished with false 
teeth and that he has asked that they 
be bettered. The verdict of his own 
profession is that he is a sound and 
able man. There is no doubt that at 
one time President Roosevelt very 
seriously considered naming Jackson 
to the Supreme Court. The story goes 
that his pretty wife objected: 

“I won’t have my young husband 
locked up with those Nine Old Men,” 
said she. 


0 summarize his position: 

He is on very close terms with 
President Roosevelt, politically and 
personally. He is so hostile to bigness 
in business that he is apt to confuse 
bigness with monopoly. He admits 
that there are good utility holding 
companies, but he dislikes the wide 
spread, the absentee ownership, and 
the great power of even the best of 
them. If Business—capitalized—does 
not conduct its affairs as he thinks they 
should be conducted, he favors the 
direct interposition of government. 
This might be either through owner- 
ship or imposed control. He is being 
given a build-up by the administration, 
first for governor of New York, and 
later, possibly, for the nomination for 
President in 1940. 

With these facts plain to the eye 
Business—and I’ll join here with Jack- 
son in capitalizing Business — tried 


desperately to fool itself about Jackson. 
In December he made two or three 
speeches against Business. The edi- 
torial reaction ranged from sour to 
savage. It could not have been worse. 
The depression was well under way 
and the generally voiced feeling was 
that what Jackson said was silly and 
ill-timed and would intensify the nerv- 
ousness of business men instead of 
allaying it. The case was made worse 
by a speech made by Secretary of the 
Interior Ickes which was like Jack- 
son’s, only more so. It was hastily 
assumed that Jackson had destroyed 
himself. Ickes is regarded as practi- 
cally indestructible politically. He had 
no political strength in his home state 
of Illinois to begin with and he has 
made no gains during his stay in Wash- 
ington. 


B” it has been made increasingly 
clear that Jackson had not been 
orphaned. President Roosevelt sent his 
first message of 1938 to Congress, and 
while he did not resort to the violence 
of language in the Jackson speech, he 
did not back-track and he did not dis- 
avow Jackson. It is occasionally won- 
derful how Business can cheer itself 
up. While its leaders were still telling 
themselves that Bob Jackson had been 
put in his place and would presently 
fade out of the picture, word came from 
New York that he may be the Demo- 


went on that sit-down strike of which so much has been said. 


q “I THINK that he [Jackson] actually believes that Business 


I know that it seems incredible that he should believe any- 
thing of the kind, but I do believe he believes it. If he does 
not then he can put over an impression in a dramatic way. 
He said that General Motors had no right to lay off 30,000 


33 


men. 
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cratic candidate for the nomination for 
governor in that state, with the sup- 
port of the administration. 

That will depend on several things, 
of course, but the story was not denied 
in responsible quarters. It, appeared 
that Jackson’s speeches had been ac- 
cepted as excellent political stuff, and 
that he had not incurred the displeasure 
of the White House. On the heels of 
this development Jackson made an- 
other speech in which Business—still 
capitalized—was given another brisk 
workout. That could not have hap- 


pened without the prior knowledge and 
complete approval of President Roose. 
velt. ! 

No one will suggest that Jackson did 
not give at least a little thought to 
politics when he wrote these speeches, 
but those who know him also insist that 
he meant every word of them. 

He once told me that he did not be. 
lieve that a man could plan his career, 
He progresses by taking steps. Pres- 
ently he looks up and finds that he has 
come a long way. He seems to be taking 
steps now. 





Advertising by Television 


2 had complete command of attention on the 
motion picture screen only to find that they were tiresome. 
They will have something like tt again with television, but with 
the knowledge that there is refuge in walking away or blotting 
out the image and the sound by the turn of a switch. 

The costs are bound to be high when this new art is born. 
The elaborate productions of the movies have spoiled us. To 
present nightly a new sketch, even though it be only ten minutes 
long, means an army of directors and actors, warehouses stuffed 
with properties and costumes, and vast studios where stage 
settings are prepared. Where are they to be found in sufficient 
numbers for the scores of regional transmitting stations that 
will be demanded? The public will not look at the same televised 
sketch twice in succession. Multiply 365 by a hundred adver- 
tisers and the enormity of the artistic problem, not to mention 
the cost, becomes apparent. There is not money enough to bore 
us to the extent that advertising on this scale demands. Perhaps 
our salvation lies here. Or perhaps an entirely new and more 
palatable method of selling goods by television will be developed. 


—EDIToRIAL statement from The New York Times. 
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Sour Notes in the Bonneville 
And Boulder Power Choral 


Progress of Federal hydro in the West 
reveals many New Deal discords 


By G. W. LINEWEAVER 
ere like a century has 


elapsed since the Stars and 

Stripes were firmly planted on 
the Pacific slope and the foundation of 
an American empire west of the Great 
Divide was laid. 

In that period, the West has not per- 
mitted the nation, particularly the 
government at Washington, a dull 
year. There was the threat of war 
with Great Britain over the northern 
boundary of Oregon territory, now 
Washington state, with the coining of 
the phrase “Fifty-four—forty or 
fight,” on which James K. Polk was 
elected President back in 1844. The 
acquisition of the Pacific Southwest 
through the Gadsden Purchase was 
preceded by turbulent scenes in the 
West and stirring debates in the halls 
of Congress. 

When no foreign element was con- 
cerned, pacification of the Indians de- 
manded attention or the settlement of 
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range wars and water rights occupied 
first place. Opening of the continental 
railroads brought sordid exposures 
just as did the trafficking in naval oil 
leases in more recent years. 

Today with nearly 15,000,000 people 
in the eleven states of the Mountain 
and Pacific groups, the West is almost 
constantly embroiled in battling over 
the control and use of its life-and-death 
resource—water—in which of course 
electric power is a major and ofttimes 
controlling factor. The legislative and 
other clashes are reminiscent of the 
good old days when the country was 
young. No blood has been shed in the 
modern social and economic warfare 
but political lives have been made and 
broken or are constantly being threat- 
ened. It has not been necessary to call 
the Army or the Marines into play al- 
though an Arizona governor a few 
years ago dispatched a national guard 
detail and a few of the state’s famous 
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rangers to the Parker dam site on the 
Colorado river to halt what he termed 
an invasion of Arizona’s water control 
by Uncle Sam and California. The 
courts took charge and peace for the 
moment was restored. 

In the East, which represents itself 
as somewhat superior in all things, the 
lines of battle involving water and elec- 
tric power are along different lines. 
Here the Tennessee Valley Authority 
occupies the center of the stage in Con- 
gress, the press, and in the courts. The 
battle is primarily between the gov- 
ernment, as represented by the Roose- 
velt administration, supported whole- 
heartedly and consistently by the areas 
affected, and the private utilities, but- 
tressed by their financial backers and 
the big coal interests. 


| the West the picture is different 
and accords with the best traditions 
of the Empire. Power in reality is a 
major bone of contention, with Uncle 
Sam in this instance furnishing the 
bone through a program designed to 
conserve the priceless water of the arid 
regions, and to put it to effective use in 
multiplepurpose undertakings, involv- 
ing two or more objectives—irriga- 
tion, power, navigation, flood control, 
soil conservation, and domestic water 
supply. Few if any of the projects in- 
volving heavy expenditures would be 
economically feasible without the an- 
ticipated revenue from power. 
Differing somewhat from the war- 
fare on the eastern front, private utili- 
ties are only remotely a substantial 
party to the recent and current battles 
developed in the West and carried on in 
Washington. It has not been so long 
since the areas of the Rockies and west- 
ward united to do battle with the power 
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trust, as represented by the operating 
companies and their eastern control; 
but for the moment, at least, the latter 
are in the position of bystanders, with 
one or two exceptions. They may or 
may not be innocent but they will 
probably be hit, nevertheless ; and their 
further subjugation is in the offing. 

The situation to which this resumé 
is addressed has been brewing for 
many decades—as to water control 
since Uncle Sam _ undertook to 
“civilize” the Indians by a process of 
extermination, according to an Army 
board report to President Grant in the 
early 70’s. It was found as a result of 
the board’s investigation that it was 
costing a million dollars per Indian to 
carry on this program and the board 
proposed that the Red Man be fed, in- 
stead, at Federal expense. When the 
Constitutions of the western states 
were written, each sought to preserve 
water control although this was not 
deemed as important as it is today; 
and the Supreme Court has upheld 
states’ rights in this respect time and 
again. However, the long battle that 
culminated in the Boulder dam project 
in 1928 has been intensified with the 
advent of the New Deal’s power poli- 
cies. In recent years, western utilities 
have been less belligerent than their 
eastern counterparts. They haven't 
cared for the medicine, but there was 
little they could do about it. 


L festana power is the predominant 
source of electric energy west of 
the Continental Divide and private 
capital pioneered in its development. 
Coal is not a competitor on the Pacific 
coast for transportation costs make its 
use almost prohibitive, while conserva- 
tion policies tend to limit expansion of 
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generating units using these two types 
of fuel. 

Until recent years, private utilities 
sought and were granted choice power 
sites in the West and perhaps would 
have gotten even more but for the New 
Deal theory that Uncle Sam should do 
the rest of the job “in the interests of 
all the people.” Private capital has in- 
stalled nearly 3,000,000 kilowatts of 
hydro capacity in the Pacific and 
Mountain states, to about half that 
volume of steam. Therefore, when 
opponents of the New Deal question 
the New Deal development of water 
power—certainly in the West where it 
is linked largely with irrigation—they 
are questioning the soundness of the 
private utility program. 

So much for that side light on incon- 
sistency. As always, when the West 
begins to foment, Federal agencies be- 
come involved; and one is sometimes 
played against the other, or others. 
Thus various arms of the government 
have been drawn into the water and 
power wars and there has frequently 
been as much interest in the question 
as to which Federal agency would win 
out as there has been in the outcome 
of the contests among the western fac- 
tions. 

With the backing of the President, 
the Interior Department, under Secre- 
tary Ickes, seems to have drawn first 
blood so far as Federal power oper- 


ations in the West are concerned. It 
would be more accurate perhaps to say 
that the Secretary’s jurisdiction was 
materially expanded in the first session 
of the 75th Congress when he was 
given supervision over power trans- 
mission and sale at Bonneville on the 
Columbia between Oregon and Wash- 
ington, a project constructed by the 
War Department.* 


B uT that is getting ahead of the story 
somewhat. For when the power 
wars started Mr. Ickes was a private 
citizen in Chicago and had no idea then 
he would ever be engaged in this new 
“winning of the West.” There were 
incipient conflicts in the West, previous 
to 1920, involving power, but many of 
them were between private interests or 
promoters seeking to beat the other fel- 
low to choice sites. Whoever could get 
the friendly ear of the government 
usually won out. However, it was not 
until the 20’s that a considerable part 
of the West became power conscious 
and began to demand that your Uncle 
Sam do something about it. Power for 
pumping water on reclamation projects 
with the surplus sold in the vicinity had 
been developed by the Bureau of Re- 
clamation since 1905, but these activi- 
ties were local. 

In the early 20’s, or even before, 


1 — Law 329, 75th Congress (Bonneville 
Act). 


“Ir has not been so long since the areas of the Rockies and 
westward united to do battle with the power trust, as repre- 
sented by the operating companies and their eastern control; 
but for the moment, at least, the latter are in the position of 
bystanders, with one or two exceptions. They may or may 
not be innocent but they will probably be hit, nevertheless ; 
and their future subjugation is in the offing.” 
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southern California conceived the need 
for a greatly increased water supply 
for urban domestic and irrigation pur- 
poses. The Colorado river was the only 
available source of the proportions de- 
sired and the possibilities of power pay- 
ing the bill were advanced. After eight 
years and memorable battles in Wash- 
ington and the Pacific Southwest, the 
Boulder Canyon Project Act of 1928 
was passed and approved by President 
Coolidge,® but not until the six other 
states of the Colorado river basin had 
enjoyed a really good fight. 

These sovereign commonwealths 
wanted water rights protected and on 
this point Arizona has not yet been 
pacified. She and Nevada, however, 
were to receive each around $600,000 a 
year from the net profits of Boulder 
power in lieu of taxes. The states of 
New Mexico, Utah, Colorado, and 
Wyoming were left out of the picture 
at this point. California elected to have 
power rather than water bear the bur- 
den of Boulder costs. The law pro- 
vided that contracts guaranteeing re- 
payment of all costs, including a $25,- 
000,000 flood control allocation, within 
fifty years at 4 per cent interest should 
be signed before Uncle Sam turned 
loose any money. 


. was a stiff-termed agreement that 
Interior Secretary Ray Lyman 
Wilbur imposed on his fellow Cali- 
fornians ; and the charges fixed for the 
first fifteen years appear unreasonable. 
In addition the efforts of Mr. Wilbur 
and his chief President Hoover to keep 
the government out of the power busi- 
ness added to the operating cost. In- 
stead of having one generating agency 
at Boulder, there are two—one to pro- 


245 Stat. 1057. 
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vide energy for private companies and 
another for public agencies. The gov- 
ernment must also maintain a force a 
the plant, making three outfits where 
one would suffice.* 

No requirements for repayment con- 
tracts in advance, either by law or 
executive action, had been imposed in 
connection with appropriations for 
Muscle Shoals or Wilson dam when 
work was resumed on that project after 
the World War. None of that charac. 
ter has been suggested in connection 
with other large Federal power proj- 
ects. 

California did not like the deal; 
neither did the Upper Basin states. 
Arizona refused to sign the compact 
with the other six which agreed to let 
California have the water she wanted. 
Nevertheless, Los Angeles and other 
California cities signed contracts for 
Boulder power as did also several pri- 
vate utilities. Metropolitan Water Dis- 
trict, representing the municipalities, 
was organized to handle domestic 
water, paying 25 cents per acre foot, 
while irrigation water was to be pro- 
vided without charge. The district is 
also a big consumer of power for 


pumping. 


HEN the New Deal came along in 

1933, there was a great drive for 
power projects in the West. The Presi- 
dent had pledged himself to speed con- 
pletion of Boulder, harness the Colun- 
bia, utilize Muscle Shoals, and advance 
the St. Lawrence project. The Army 
Engineers were ready with plans for 
a navigation-power project at Bonne- 
ville on the Columbia between Oregon 
and Washington. Portland had been 


en Dam Contracts, Wilbur and Ely, 
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The West and Federal Agencies 


6¢ As always, when the West begins to foment, 

Federal agencies become involved ; and one 
is sometimes played against the other, or others. 
Thus various arms of the government have been 
drawn into the water and power wars and there has 
frequently been as much interest in the question as 
to which Federal agency would win out as there has 
been in the outcome of the contests among the 


western factions.” 





fighting for a quarter of a century to 
get a start, but never made the grade. 
Likewise, both the Army Engineers 
and the Bureau of Reclamation had re- 
ported favorably before Congress in 
one form or another for many years on 
a reclamation-power project at Grand 
Coulee, 250 miles up the Columbia. 
Public works funds were made 
available for both projects. There were 
fewer complications to Bonneville and 
its construction was speeded. Soon the 
manner of its operation from a power 
standpoint became a subject of con- 
troversy, not only in the Northwest, 
but all along the Pacific coast, in Wash- 
ington and wherever Federal power 
was the subject of discussion. The 
Army Engineers planned and con- 
structed the project. They did a good 
job. Contrary to the belief that the 
project was welcomed unanimously by 
the Columbia river area, there were 
difficulties with landowners. Colonel 
T. M. Robins, in charge of construc- 
tion, told a Senate committee that the 
government was forced by a jury of 
farmers in Oregon to pay three times 
what one piece of land was worth. 
Indian and other fishermen on the 
Columbia found themselves the sub- 
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ject of great solicitude as a result. The 
cost of elevators and other devices in 
the dam to permit salmon to move up 
and down the stream was jumped from 
$3,000,000 to more than $7,000,000. 
Other costs ran the original estimate 
into big money, when it was deter- 
mined to install eventually ten gener- 
ating units with a total capacity of 
432,000 kilowatts. 


6 Sie: most recent estimate made 
public by the Army Engineers of 
the ultimate cost of the dam, power 
houses, and equipment complete, is 
$75,233,300, of which the Engineers 
allocate $50,579,000 to power and the 
remainder to navigation. One-half the 
cost of the dam, fishways, and storage 
is charged to navigation; the other 
half is charged to power.* 

The power allocation, formulated by 
the Engineers, does not include trans- 
mission facilities, to the construction of 
which the government is virtually com- 
mitted under the Bonneville bill passed 
near the close of the first session of the 


*Note :—The FPC has more recently fixed 
the official cost of Bonneville multiplepurpose 
facilities allocable to power at 32.5 r cent. 
For analysis see page 286 this issue— 
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75th Congress. To market the output 
at Bonneville, with ten units installed, 
even without retail distribution, the 
Oregon State Planning Board esti- 
mates high tension transmission lines 
with 51 receiving substations will cost 
$43,270,000.* To provide major trans- 
mission lines for the output of the ini- 
tial installation of two units of 86,400 
kilowatts capacity, an outlay of $5,- 
000,000 has been estimated by the 
Army Engineers. 

A 15-year absorption period is pro- 
jected by the Engineers, as a result of 
their surveys, with an estimated annual 
deficit of $592,160. This is based on a 
4 per cent interest charge, together 
with allowances for depreciation, oper- 
ations, and replacements on the power 
plant, exclusive of any transmission in- 
vestment. In other words, on this set- 
up, Bonneville power sales would have 
to average $3,716,160 annually for 
fifty years to pay.® If the amortization 
period were extended and the interest 
rate reduced, the annual revenue re- 
quired would be lessened. 

The War Department estimate called 
for an average revenue at the bus bar 
of 1.53 mills per kilowatt hour on a 4 
per cent interest rate, or around 1.2 
mills on a 3 per cent rate.® 


HE President in October, 1936, di- 
rected the Federal Power Com- 
mission to study Bonneville costs, and 
its report was recently made public; 
but prior to that the estimates of 
the Army Engineers and the Oregon 


4Report Oregon Planni Board, 1935, 
Wholesale Costs, Bonneville Power. 

5 Memorandum, Chief of Engineers, War 
Department, Bonneville Costs, 1937. 

6 Administrator J. D. Ross, following a con- 
ference with President Roosevelt in October, 
announced a 40-year amortization period with 
interest at 34 per cent, the equivalent of a 50- 
year amortization period at 4 per cent. 


Planning Board were the only guide 
available. It has been alleged in some 
quarters that the Engineers favored 
navigation in dividing the costs of the 
dam and other joint facilities equally 
with power. Colonel Robins, before a 
Senate committee in 1936, successfully 
withstood cross-examination by Sena- 
tor Norris on this point. The officer 
based the navigation allocation on an- 
ticipated savings in freight rates over 
fifty years as a result of river improve- 
ments flowing from the project. 

Aside from the FPC’s final alloca- 
tion of costs as between power and 
navigation at Bonneville, the project 
at the start with two generating units 
installed and foundations for four 
others represents an outlay of $54, 
766,700 (the Engineers’ figure, with- 
out any allowance for transmission 
lines). It is anticipated the plant will 
have been tested and power will be 
ready for delivery in the spring of 
1938; but since only $100,000 has 
been appropriated for activities of the 
administrator, he will not be able to 
build a line even should he have a 
market. 

Although of major importance, 
Bonneville costs and ways and means 
of making power outlays self-sustain- 
ing did not occupy the center of the 
stage in this particular power battle of 
the century. There was much interest 
in write-offs for navigation and all 
hands were agreed that the energy pro- 
duced at the project should be “cheap,” 
but the ramifications of the contest 
were more far-reaching. It was gener- 
ally agreed that the government should 
provide major transmission facilities 
and the estimates of the cost of high 
tension lines necessary to carry the 
Bonneville output are therefore im- 
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portant if the outlay is to be written 
into the power capital investment and 
rates based accordingly. 


ust before the 74th Congress ad- 
J journed in June, 1936, one Bonne- 
ville bill was reported to the Senate and 
House that in many particulars was a 
definite step toward establishing a Fed- 
eral power operating and rate policy. 
The Corps of Engineers, under the 
Secretary of War, was to operate 
Bonneville power plant, build transmis- 
sion lines, and sell energy wholesale, 
under contracts approved by the Fed- 
eral Power Commission. These two 
agencies were to handle cost allocations 
as between power and navigation, and 
most of the factions in the Northwest 
appeared reconciled to this solution. 

However, a “rider” was attached 
giving FPC authority to revise rates of 
all Federal power projects, including 
Boulder dam, Tennessee Valley Au- 
thority, and Reclamation projects, 
existing laws to the contrary notwith- 
standing. Los Angeles and other 
southern California interests, which 
with justice were demanding “relief” 
from the Hoover-Wilbur contracts, 
were happy. Nevada and Arizona were 
agreeable so long as their interests 
were not jeopardized. The President 
was quoted as approving the principle ; 
but somewhere wires were crossed, and 
no Bonneville bill was enacted. 

It seems that the President’s Na- 


tional Power Policy Committee, 
headed by Secretary Ickes, who also 
has supervision of Boulder dam, was 
not consulted; neither was TVA. As 
a result there was a truce among Fed- 
eral agencies until the 75th Congress 
opened in January, 1937, when the 
President named a special committee 
on power, headed by Secretary Ickes 
with Frank R. McNinch—then FPC 
chairman—as vice chairman. No repre- 
sentative of the War Department or 
TVA was named on this body which 
proceeded to formulate recommenda- 
tions for a new Bonneville bill as well 
as to lay the groundwork for a rate 
policy for all Federal projects. 


HE northwest Senators and repre- 

sentatives were called to the White 
House and urged to agree on a bill. 
Several jumped the gun with measures 
of their own, largely following the 
Ickes committee recommendations 
which took the Engineers out of the 
Bonneville power picture, called for a 
provisional single-head administration 
under the Department of the Interior, 
pending establishment of a Columbia 
Valley Authority, and outlined oper- 
ation and sales policies in general 
terms. The administrator was given 
wide latitude as to rates, allocation of 
costs, contracts, etc., with preference 
all along the line guaranteed to public 
and nonprofit distributing agencies. 
The Federal Power Commission was 


power and navigation at Bonneville, the project at the start 


q “AsIvE from the FPC’s final allocation of costs as between 


with two generating units installed and foundations for four 
others represents an outlay of $54, 766,700 (the Engineers’ 
figure, without any allowance for transmission lines).” 
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made an adviser on rates but given no 
real authority. 

General Markham, then Chief of 
Engineers, “hit the ceiling.” He per- 
sonally protested to the President 
against having the Corps lifted out of 
power operations at Bonneville, until 
at least the plant had been tried out. He 
won his point. The bill was amended to 
give the Engineers charge of the dam 
and power house. The administrator 
was to handle transmission and sales. 
Other members of FPC, despite the 
fact that Chairman McNinch had 
transmitted the committee’s recom- 
mendations to the President, demanded 
both administrative and regulatory 
powers. The bill was revised somewhat 
to enlarge the commission’s authority. 
The Department of Justice insisted it 
should have control of the legal func- 
tions at Bonneville and won a point. 
Although the bill authorized a revolv- 
ing fund of $500,000 for the adminis- 
trator, the Budget Bureau held that 
$100,000 was sufficient for the first 
year, and the last deficiency bill pro- 
vided only that amount. 

The foregoing does not reveal all of 
the maneuvers among the Federal 
agencies, but results show that com- 
pared with the 1936 bill, Secretary 
Ickes was the big winner in the legis- 
lative battle of 1937. 


yor and behind the scenes of 
the 6-month hearings held by 
the House Rivers and Harbors Com- 
mittee on Bonneville in 1937, the ma- 
neuvers of the northwestern and other 
elements were intriguing. The project 
is only 45 miles from Portland, Ore- 
gon, which demanded the advantage of 
low rates by reason of its proximity to 
a “God-given” asset. It visioned a vast 
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industrial area in the lower Columbia 
valley and stressed the importance of 
cheap power to attract industrial capi- 
tal. A bus bar rate was sought with 
the promise that industries be permitted 
to build their own transmission lines 
if they desired. 

For a time it seemed that Portland 
had few friends. The doughty Oregon 
governor, Charles H. Martin, former 
Congressman and retired Major-Gen- 
eral, came on to help the city. He didn’t 
mince words. He almost came to blows 
with a predecessor, Walter M. Pierce, 
now a member of Congress and a pub- 
lic power advocate. Colonel Robins 
supported the Portland view of zone 
rates on the theory that the project 
would have to depend primarily on an 
industrial market in the vicinity of 
Bonneville, Portland, and Vancouver, 
B. C.; also on the theory that the 
government must get cost for its power 
wherever sold. 

J. D. Ross (appointed administrator 
by Secretary Ickes on October 11th and 
earlier mentioned for the job) has in 
general supported the “postage stamp” 
rate—that is a uniform tariff for the 
entire transmission area. He insisted 
that the more customers on the line the 
greater the demand. In a previous 
hearing Mr. Ross asserted he was “a 
great believer in making a thing pay 
out”? and conceded the desirability of 
having a bus bar rate for industries 
that might desire to locate near the 
project. At that time Mr. Ross was a 
member of the Securities and Ex- 
change Commission on leave of ab- 
sence as manager of City Light, 
Seattle. Portland saw red at the sug- 
gestion of his appointment, but Ross 


7 Testimony, May 9, 1936, Senate Agricul- 
ture and Forestry Subcommittee. 
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The Rate and Irrigation Questions 


“ _.. the upper Columbia folks became concerned at the possibility 
that Bonneville rates would be so low that Congress would demur at 
making appropriations for another project in the same general area. 
Backers of other projects were similarly disturbed. The West is not 
so much concerned with low power rates as it ts with power revenue 
to aid in the development of the country through irrigation facilities.” 





is not necessarily opposed to their 
theory, judging from his expressions. 


Grmaree McNary, Republican floor 
leader who has sometimes been 
called a New Dealer, was in a tight 


place. Despite his record, he had 
skimmed through the election in 1936 
in Oregon only by a few thousand ma- 
jority; and Portland claimed it had 
saved him from defeat. Yet, the Sena- 
tor’s home constituents at Salem, Ore- 
gon, asked that they have the same rate 
as Portland, fearing their paper mills 
would move down to tidewater. The 
Senator finally consented to leave the 
problem of uniform vs. zone rates to 
the Administrator. 

Another element in Oregon, headed 
by Representative James Mott, Repub- 
lican, demanded that the Interior De- 
partment be kept out of Bonneville al- 
together, while Representative Pierce 
insisted that the Army Engineers 
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should be barred from any concern 
with power. He was willing for the 
Corps to maintain the dam, operate the 
locks, and nurse the salmon through, 
but no more. In this he was supported 
by Representative Rankin, Mississippi, 
always on deck when a power battle is 
at hand. 

The Washington Senators, Bone 
and Schwellenbach, with Pierce, were 
insistent that private utilities should be 
barred from gobbling up Bonneville 
power and that 50 per cent of the capac- 
ity should be reserved until 1941 for 
public agencies and codperatives. 
Colonel Robins had advised that the 
private utilities had all the capacity they 
would require for several years.® 

Supporters of Grand Coulee, the 
biggest Federal project yet undertaken 
at a single location, were interested 
spectators of the Bonneville battle. It 


8 Testimony, May 13, 1936, Senate Agricul- 
ture and Forestry Subcommittee. 
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will require something like a quarter of 
a billion dollars to complete. Coulee’s 
irrigation and power features, over a 
long period of years. Therefore, the 
upper Columbia folks became con- 
cerned at the possibility that Bonne- 
ville rates would be so low that Con- 
gress would demur at making appro- 
priations for another project in the 
same general area. Backers of other 
projects were similarly disturbed. The 
West is not so much concerned with 
low power rates as it is with power 
revenue to aid the development of the 
country through irrigation facilities. 

Tacoma, with its successful munic- 
ipal plant, and Mr. Ross’ own city of 
Seattle were reported not so enthusi- 
astic about giving Portland the advan- 
tage of a low industrial rate for service 
from a plant built with Federal money. 

Farmers back from the coast were 
quoted as demanding that they should 
have a rate as low as the “city fellers” 
whatever their distance, and so it went. 


NE would think that with all of the 

elements concerned in the North- 
west that there would not have been 
room for another argument in con- 
nection with Bonneville. But Boulder 
dam was again injected into the picture 
in a big way. Los Angeles, with its 
municipal system and its stake in the 
Metropolitan Water District’s power 
bill from Boulder, insisted that the 
basis for Boulder rates should be the 
same as planned for Bonneville. Prin- 
cipally, the plea was that power con- 
sumers in southern California were 
being charged for a $25,000,000 flood 
control item, while comparable facili- 
ties at Bonneville and TVA were being 
written off. The 4 per cent interest 
rate at Boulder was also held exorbi- 
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tant, with TVA setting up 34 per cent 
and 3 per cent being figured for Bonne- 
ville. 

Figures were submitted showing 
that Los Angeles could produce power 
with oil as fuel, at the existing oil 
quotations, 20 per cent less than Boul- 
der energy could be delivered in Los 
Angeles. Yet, the purchasers of Boul- 
der power were tied up in firm con- 
tracts for fifty years with the existing 
law permitting no revision of rates 
until 1945. 

Los Angeles had a sound argument. 
Everybody admitted the justice of its 
plea for relief, including Secretary 
Ickes; but the cabinet officer didn’t 
want Boulder adjustments confused 
with the Bonneville bill. He thought 
that was a job in itself and he had pre- 
viously initiated an official inquiry into 
ways and means of bringing about a 
revision of Boulder contracts. 


HE Californians were adamant, 

however, and having three mem- 
bers of the Rivers and Harbors Com- 
mittee, they were in a strong position 
so far as the committee was concerned. 
Washington and Oregon had agreed to 
forego any share in Bonneville 
“profits” in lieu of taxes, but Nevada 
and Arizona required protection of the 
interest they had been assured they 
would have in Boulder’s surplus. They 
compromised, however, on a guaranty 
of $300,000 a year each in the form of 
a surcharge. It looked as if peace was 
in sight. 

But no such luck. The four other 
states of the Colorado basin came into 
the picture. They had no guaranty 
under the Boulder Act of 1928, but 


9 Poearings, Rivers and Harbors Com. H. R. 
7642, p. 151. 
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they insisted that California should 
give them some definite allowance. The 
Colorado’s headwaters are in their 
jurisdiction and water to these arid 
states is worth far more than the dwin- 
dling mineral resources, oil included. 
No agreement with these states, how- 
ever, resulted. 

Finally, the Boulder “rider” to the 
1937 bill was submitted to the Presi- 
dent. It was unsatisfactory to him and 
Secretary Ickes, who desired no action 
by Congress pending an investigation. 
A modified amendment was provided, 
however, and the Bonneville bill went 
to the floor of the House in a form not 
entirely pleasing to anybody. 


n the floor of the House, led by 
Utah’s Representatives, with 
Colorado, New Mexico, and Wyoming 
supporting, the Upper Basin States de- 
manded that the Boulder amendment 
be eliminated. They charged that water 
for irrigation at some points in their 
areas cost $8 an acre foot while Cali- 
fornia was getting it for 25 cents. They 
called on California to live up to her 
contracts. Other Congressmen gloried 
in the row among the Westerners and 
“egged” them on, with the result that 
the Boulder “relief” amendment was 
beaten two to one. 
It was one of the few times Cali- 
fornia has not got what she wanted. 
Overconfidence seems to have been her 


trouble. There were hints that any dis- 
turbance of the Boulder contracts 
might have an adverse effect on future 
appropriations for the big Central val- 
ley project in northern California, 
where something like $150,000,000 
additional will be required to bring in 
power and irrigation facilities. 


n the Senate, the Boulder amend- 
ment was eliminated in committee 
despite protests of its advocates; but 
southern California will not surrender. 
It is quite possible that the Interior De- 
partment may work out a revision of 
Boulder contracts which Congress will 
accept, but the probabilities are that the 
Battle of Boulder Canyon will be re- 
newed—whatever the department may 
recommend—with the Upper Basin 
States demanding recognition of their 
claims to Colorado river water. 

From the foregoing sketchy review 
of a few of the many ramifications of 
the western power battles during the 
recent session of Congress, it might 
be assumed that some of the differences 
are irreconcilable and that the New 
Deal power honeymoon is over. But 
there is nothing really farther from 
the fact. 

These Westerners always have en- 
joyed their battles among themselves, 
but seldom have failed to put up an ag- 
gressively united front at a crucial 
moment when the area is under fire. 


during the 75th Congress’ first session left sore spots. There 


q “THE battles over Bonneville and Boulder costs and rates 


will undoubtedly be more fights in the future. Revision of 
the Boulder contracts is clearly justified in the light of 
existing Federal power policies, for the government cannot 
make ‘fish’ of one project and ‘fowl’ of another in essential 
particulars.” 
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HE battles over Bonneville and 

Boulder costs and rates during the 
75th Congress’ first session left sore 
spots. There will undoubtedly be more 
fights in the future. Revision of the 
Boulder contracts is clearly justified 
in the light of existing Federal power 
policies, for the government cannot 
make “fish” of one project and “fowl” 
of another in essential particulars. Cer- 
tainly, as to fundamental principles re- 
lating to costs, operation, and repay- 
ments, all should be on the same basis, 
even though uniform rates are obvi- 
ously not possible. 

The Bonneville bill, as enacted, pro- 
vides for a provisional administration 
of the project, pending the establish- 
ment of a Columbia Valley Authority 
to take over Grand Coulee; and also 
in connection with the regional au- 
thority scheme.” Yet, the fact that a 
new power project is being brought in 
without the establishment of a new 
independent agency represents a reces- 
sion from earlier New Deal legislation. 

The Department of the Interior, or 
rather Secretary Ickes, now dominates 
the power situation at Bonneville, with 
some limitations. For the moment, this 
is indicative of a trend toward concen- 
trating Federal power responsibility in 
the West in an established department, 
headed by a cabinet officer, rather than 
the creation of new commissions. 
Through the Bureau of Reclamation, 
the Interior Department has super- 
vision over Boulder dam, which it con- 
structed, and a score or more of smaller 
plants on reclamation projects. It is 
building Grand Coulee, Central valley, 
Cal., and other multiple purpose proj- 
ects, where power is relied upon to pay 


10 Proposed in Norris-Rankin-Mansfield re- 
gional bills. 


MAR. 3, 1938 


a big part of irrigation costs. In all, 
when the present program in the West 
is completed, it will have brought in 
more than 5,000,000 horsepower—or 
nearly the equivalent to one-third of 
the present rating of all water wheels 
in the country. Approximately three. 
quarters of a billion dollars will be re. 
quired to complete the program involy- 
ing projects under way in addition to 
half a billion already expended or ap- 
propriated, principally for power and 
irrigation facilities under the Interior 
Department’s jurisdiction. 


HUS, it is apparent that Interior is 

already the master builder and 
power operator of the government ; and 
the West cannot very well carry on 
warfare with a department that has so 
much of its future in store. With 
Bonneville in hand, a similar proposal 
to put Fort Peck power under Interior, 
now pending, will add another string 
to the Interior bow. 

As for Secretary Ickes, he is not 
easily stampeded, whatever individual 
opinions may be of his policies. It may 
not be very comforting to adversaries 
of the New Deal and to some of its own 
influential lights to contemplate him as 
heading all Federal power activities, 
even if he is limited to the West, but 
for the moment at least the situation is 
pointing up that way. 

That the Interior Department has 
become somewhat power-minded under 
Secretary Ickes is evidenced by his se- 
lection of John C. Page as Commis- 
sioner of Reclamation, following the 
latter’s experience as engineer at Boul- 
der. The choice of J. D. Ross as 
Bonneville administrator was a bold 
move in the face of bitter opposition in 
the Northwest (now somewhat recon- 
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SOUR NOTES IN THE BONNEVILLE-BOULDER POWER CHORAL 








Master Builder and Power Operator 


. it is apparent that Interior is already the master builder and 
power operator of the government; and the West cannot very well 
carry on warfare with a department that has so much of its future 
in store. With Bonneville in hand, a similar proposal to put Fort 
Peck power under Interior, now pending, will add another string to 

the Interior bow.” 





ciled) but it cannot be questioned on 
the ground of qualification or ex- 
perience. Ross is one of the few munic- 
ipal power chieftains who have been 
openly praised by private utility execu- 
tives. If he is permitted to apply the 
same principles at Bonneville that have 
characterized his activities with City 
Light, Seattle, and with like success, 
constructive steps toward a solution of 
Federal power problems will have been 
taken. 


W HILE Secretary Ickes will doubt- 
less give him a reasonably free 
hand, his situation at Bonneville will 
be different from the one he enjoyed 
at Seattle. He must keep peace with 
warring elements in the Northwest ; his 
rates must be approved by the Federal 
Power Commission; and above all 
Congress must make appropriations 
for construction of transmission lines 
and for additional plant units. How 
much of a showing of a market 


and prospective return, Administrator 
Ross will be required to produce before 
extensive appropriations are made for 
high-tension transmission lines, cost- 
ing $25,000 or more a mile, may have 
a considerable effect on this particular 
power situation, if not on all future ap- 
propriations for projects where power 
is concerned. 

Back in 1930 when Mr. Ross, as the 
successful and popular manager of City 
Light, was ousted by the then mayor of 
Seattle, the citizens rose and recalled 
the municipal chief executive. If he 
can sell himself and his Bonneville pro- 
gram to the Northwest as a whole and 
at the same time maintain peace with 
Washington so that funds will be ad- 
vanced as needed, it will be an out- 
standing accomplishment. 

With the persistent demand for a 
balanced budget and congressional 
concern over the time when a return 
from power operations will begin to 
offset the huge outlays for multiple- 
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purpose projects, the Ross régime at 
Bonneville will be very much in the 
public eye. Like Boulder dam, Bonne- 
ville and other great water projects 
were brought to Washington from the 
West. Results will unquestionably be 
watched closely. Under present sched- 
ules, Boulder is developing a substan- 
tial income, but western differences 
over disposition of the surplus antici- 
pated will keep it to the front. Advo- 
cates of projects under construction 
which need further appropriations are 
naturally concerned about how power 
revenues will show up in the next few 
years. They are not so much concerned 
over “cheap” power, or whether indus- 
try or the farmers get the greater bene- 
fits, as they are over the question 
whether Bonneville power markets 
may now be so slow in developing that 
delayed returns may be used as an 
argument against speeding completion 
of irrigation-power projects. 
Boulder’s market. is assured, under 
the Hoover-Wilbur contracts. The 


only question there is how the surplus 
will be divided and how much the load 
on Los Angeles will be eased. 


HE results of these two outstand- 

ing controversies—Boulder and 
Bonneville—may also have a determin- 
ing effect on the future relationship of 
the Department of the Interior to the 
administration of Federal power oper- 
ations, especially in the West, where it 
is now supreme both as to construction 
and operations. The department, under 
the name of conservation or however 
it may emerge in the President's re- 
organization program, is firmly im- 
bedded in each of the four western 
areas, covered by the Norris-Mans- 
field-Rankin conservation planning, or 
power bills. 

So far as the West is concerned, 
judging from its past record, it will 
continue to bring its troubles to Wash- 
ington, even though it may be necessary 
to fight a few battles on the way to the 
Capital City. 





Labor Relations on Government Projects 


<4 HERE contractors come between the bureau and labor, the de- 
cision as to whether the work will be done on an open shop or 
a closed shop basis rests with the individual contractor. Jobs being done 
by government forces must be performed on an open shop basis. T 
reason for this is that the government, no less than the men, must have 
freedom of action. To grant a closed shop on any work being done 


directly by the government would 


be to grant a sovereign power—that 


of saying who shall and who shall not work for the government—to a 
group, which is clearly contrary to democratic principles.” 
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—Joun C. Pace, 
Commissioner of Reclamation. 
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Need the Power Industry Fear 
Federal Competition? 


The possible service area of government hydroelec- 
tric plants is here shown to be substantially greater 
than indicated by President Roosevelt in telling the 
press that the utilities have no cause to worry 


By GEORGE E. DOYING 


Yesterday upon the stair 

I saw a man who wasn’t there. 
He wasn’t there again today; 

I wish to God he’d go away. 


His bit of doggerel, ascribed to a 
Fordham University student, 


William Coleman, five or six 
years ago, is apropos to President 
Roosevelt’s comments on the position 
of privately owned electric utilities. It 
represents his version of the utilities’ 
fears of government competition. 

The Chief Executive’s remarks were 
made to newspaper correspondents at 
a press conference immediately follow- 
ing his meeting with Wendell L. Will- 
kie, president of the Commonwealth & 
Southern Corporation. This was the 
first of the series of conferences with 
utility executives designed to establish 
some sort of working agreement be- 
tween the administration and the 
utilities. 

The newspaper men who attend 
White House press conferences are not 


281 


permitted directly to quote Presidential 
utterances. They undertake, however, 
to summarize the President’s views in 
their own words. On this occasion the 
reports as published throughout the 
country were substantially identical. 

In thus indirectly addressing the 
people, the President talked of his con- 
versation with Mr. Willkie, and sought 
to argue the utilities out of their fear 
of government power policies. They 
should be able to see, according to the 
President, that there is nothing for 
them to fear, because the Federal 
hydroelectric plants could not serve 
more than 10 or 20 per cent of the 
country at best. 

More specifically, the President’s re- 
marks were paraphrased by the New 
York Herald Tribune correspondent as 
follows : 

Mr. Roosevelt said that on the basis of 
area or geography 18 per cent of the country 


could be—not is, but could be—served from 
government power plants already built or 
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laid down. That is on a square mile basis, 
according to the President. Ona nay em 
basis 13 per cent could be served by govern- 
ment plants. 

This means, taken by and large, that 80 
to 90 per cent of the total area popula- 
tion of the country and of the total kilowatt 
hours produced are being served by private 
companies and cannot be served by Federal 
plants, Mr. Roosevelt said. 


Assuming for a moment the ac- 
curacy of the percentages, it seems tan- 
tamount to suggesting that a gangren- 
ous spot on a man’s leg will produce no 
ill effects on the rest of his body. Or, 
as Mr. Willkie subsequently said in a 
radio address: 


If there is a smallpox epidemic in a city, 
you cannot convince a man he is in no danger 
because at the moment only 15 per cent of 
the city is affected. The investor knows 
that if the government can compete in 15 
per cent of the United States, it can com- 
pete with any industry anywhere and he is 
not reassured by government efforts to be- 
little or conceal this competition. 


‘ | ‘HE President’s percentages, how- 


ever, are unduly modest, especially 
in view of his emphasis upon the extent 
of the power service that could be ren- 
dered by Federal plants. The source of 
his figures was not disclosed, but the 
presence of Frank R. McNinch at the 
President’s side during the utility con- 
ferences suggests that they were sup- 


7 


plied by the Federal Power Commis. 
sion. 

Engineers are generally agreed that 
electric power can be transmitted 
economically for a distance of 250 to 
300 miles. The Tennessee Valley 
Authority, therefore, with its proposed 
ultimate installation of 1,878,000 kilo- 
watts of installed capacity (Table I") 
could serve an area (300-mile radius) 
equal to 9.3 per cent of the total area 
of the United States. The Federal 
power plants, “already built or laid 
down,” in the Pacific coast area— 
Boulder dam, Central valley in Cali- 
fornia, Bonneville, and Grand Coulee 
—are proposed ultimately to have an 
aggregate rated capacity of 4,156,710 
kilowatts (Table II) and could serve 
substantially all of the states of Cali- 
fornia, Idaho, Oregon, and Washing- 
ton and at least one-fifth of Montana. 
This equals 14 per cent of the entire 
area of the country. 

And that isn’t all. There is the Cas- 


1TVA estimates vary from time to time. 
Since the compilation of this table slightly 
different estimates of initial and_ ultimate 
capacity were given to the House Committee 
on Appropriations. The new totals, however, 
aaa: those shown in the table, the initial 
capacity being given as 697,800 kilowatts and 
the ultimate capacity 1,922,800 kilowatts. 


TABLE I 
TENNESSEE VALLEY AUTHORITY—POWER CAPACITY AND COST 


Date of a Capacity 


Completion 


Guntersville 
Gilbertsville 


Estimated Cost 
Initial S ed Ultimate Stage 
444,000 $ 46,950,748 $ 57,950,748 
256,000 37,157, 737 44,757,657 
100,800 36,310,370 
100,000 34,123,660 38,524,860 
192,000 on i” reser 
80,000 1 061 
216,000 33,199,497 42,431,497 
150,000 29;200,000 39,800, 
100,000 40,435,645 45,333,645 
60,000 25,000,000 30,000,000 
51,000,000 


Ultimate 
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1,878,800 


180,000: 40,000,000 
$434,673,638 $520,600,338 





aunts Gant fant test on i Oa 


o 


wl eee NrK Oooo ™ a FS 


NEED THE POWER INDUSTRY FEAR FEDERAL COMPETITION? 





TABLE II 
FEDERAL POWER i Neg arith AND COST 


Date of Rated Capacity 
Project Completion Initial Ultimate 


Boulder .... 1936 247,500 1,348,910 
Bonneville .. 1937 86,400 432,800 


Grand 
Coulee oo. DS 2,025,000 
350,000 


Central 
Valley ... 1942 
36,000 
authorized 105,000 


Casper- 
30,000 140,000 


Alcova ... 1939 
None 
None yet authorized 


Colorado-Big 
Thompson 
Bluestone .. 

Bureau of 

Reclama- Various 
tion 23 Since 


plants .... 1905 134,337 134,337 


*) > tga A wy. Required Total 
ate Complete Ultimate Cost 
$1 12.760,000 


$ 52,240,000  $165,000,000 
000 


’ ’ , ’ ’ ’ 


68,550,000 117,450,000 186,000,0001 
24,000,000 146,000,000 170,000,000 
13,857,000 8,843,000 22,700,000 
71,000,000 37,500,000 108,500,000 


900,000 43,100,000 44,000,000 
1,000,000 12,000,000 13,000,000 


9,328,000 9,328,000 





Totals ... 802,237 
1 Plus $208,000,000 for irrigation system. 


4,572,047 


e 


$352,395,000 $437,133,000  $789,528,000 


TABLE III 
STATE AND DISTRICT POWER PROJECTS FINANCED BY PWA 


Rated Capacity-kw 
Initial Ultimate 


37,500 
47,500 


Sutherland? 
Columbus® 
Tri-County 70,000 
North Loup* Distribution 
Middle Loup Distribution 
Brazos® 19,000 19,000 
Lower Colorado River 

Authority? 67,500 
Grand River Dam 

40,000 

200,000 


Authority$ 
Santee-Cooper9 1 
Greenwood County!® .... 15,000 
Imperial Irrigation 

District! , 18,500 


———————— PWA Allotments ———————_ 
Loan Grant Total 


$ 7,585,000 
»529,000 
16,553,000 


000,000 
2,195,000 


1,518,000 








Totals 227,750 515,000 


1 Platte Valley Public Power and Irriga- 
tion District. 

2 Loup River Public Power District. 

8 Central Nebraska Public Power and Irri- 
gation District. 

*North Loup Public Power and Irrigation 
District. 


5 Middle Loup Public Power and Irrigation 
District. 


® Brazos River Conservation and Reclama- 





$65,120,000 $79,069,909 $144,189,909 


tion District (Texas). Ultimate capacity not 
fully determined. 

7 Created by Texas legislature. 

8 Created by Oklahoma legislature. 

8 South Carolina Public Service Authority ; 
created by legislature. 

10 South Carolina. 

11 E] Centro, California. Figures cover one 
power plant. Three other sites on the All- 
American canal are subsequently to be de- 
veloped. 
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per-Alcova project in Wyoming, Fort 
Peck in Montana, Bluestone in West 
Virginia (a potential power producer), 
not to mention 23 small Bureau of 
Reclamation power plants scattered 
throughout the West (Table II). They 
would add an uncalculated but con- 
siderable area to the 23.3 per cent which 
could be served by Federal plants in 
TVA and Pacific coast regions. 


y= there is still more, though not 
technically consisting of Federal 
power plants, which, nevertheless, 
probably would not exist but for Fed- 
eral gifts and loans through the Public 
Works Administration. These are 
state and district projects located in 
Nebraska, Texas, Oklahoma, Cali- 
fornia, and South Carolina (Table 


& 


III). Again the area is increased sg 
that, instead of the 18 per cent mep- 
tioned by the President, it is well above 
25 per cent. 

On a population basis, the Presj- 
dent’s 13 per cent seems to be about 
equally inadequate. The states of Ala. 
bama, Georgia, Mississippi, and Ten- 
nessee alone (in the TVA area) and 
California, Idaho, Oregon, and Wash- 
ington (in the Pacific area) contain ap- 
proximately 15 per cent of the total 
population of the United States. This 
proportion would be materially in- 
creased by inclusion of the other proj- 
ects which have been mentioned. 

The proposed ultimate installation of 
power generating facilities at TVA 
dams (Table I) will slightly exceed the 
installed capacity of 14 principal pri- 


TABLE IV 
PRIVATELY OWNED ELECTRIC UTILITIES IN TVA AREA 


Installed Capacity 
Steam Kw 
Alabama Power Co. 157,262 
Georgia Power Co 92,094 
Mississippi Power Co..... 18,593 
ow Electric Power 


Birmingham Electric Co.. 
“Hs Power & Light 


cs 
Kentucky Utilities Co.. 
Lexington Utilities Ca. 
— Gas & Electric 


Old Dominion Power Co.. 
East Tennessee i & 


Power Co. (and 


Tenn. 
Eastern Elec, Co.).... 8,710 


Hydro 


414,500 





Total capacity, kw 1,859,235 


Towns Population 
(See Note) Served erved 


$179,782,265 564 593,000 
265,011,771 491 900,000 
147 224,000 


515,000 
312,000 
337,000 


Fixed Capital 


100,697,420 443 


30,938,948 6 
28,501,075 9 


93,248,516 267 
17,276,029 29 
= 799,795 200 
1,134,960 282 

* 716,467 25 
77,943,942 10 
286,452 11 
10,303,805 15 


$910,008,525 


Nore: Fixed capital includes electric and other utility properties. 
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TABLE V 


PRIVATELY OWNED UTILITIES IN AREA OF FEDERAL POWER PROJECTS 
(PACIFIC COAST AREA) 


I gee C. Coney 
Steam Hydro 


t Sound Power & 
Wide Ge cssrariee 104,500 209,745 


f Oregon Power 
oe 15,000 100,430 


203,684 
600 


Worthaenbens Electric Co. 
a General Electric 


Idaho Power Co. ........ 
Pacific Power & Light Co. 
Pacific Gas & Electric Co. 369,800 
Nevada - California Elec- 
tric Corp. 
Southern California Edi- 


Fized Capital Towns P. y Customers 
(See Note) Served erved (Electric) 


$ 129,724,968 411 176,221 
35,018,142 50 29,905 


66,823,260 71,813 
21,029,370 21 44,317 


62,958,299 143,508 
15,349,990 4,668 


, 50,599 
33,953,516 i 439 
671,480,016 


44,569,658 ea 
344,359,244 509,840 











Totals ... . . 1,066,217 2,135,175 
Total capacity, kw.... 3,201,392 





$1,464,155,431 


Note: Fixed capital includes electric and other utility properties. 


e 


vate power companies serving that 
area (Table IV). 

The proposed ultimate capacity of 
the four big Federal projects in the 
Pacific area (Table II) is about 130 per 
cent of the capacity of the 11 principal 
privately owned utilities in the same 
territory (Table V). 

It is worthy of note that the aggre- 
gate of ultimate government expendi- 
tures for Federal power projects (with 
no attempt to allocate the costs of multi- 
purpose dams) exceeds $1,300,000,- 
000 (Tables I and II) and creates a 
potential threat to private utility in- 
vestments aggregating more than $2,- 


300,000,000. The major portion of 
this private investment is devoted to 
electric service by the companies named 
(Tables IV and V). The government 
investment, on the other hand, does 
not include expenditures for transmis- 
sion and distribution facilities. 

The President’s attempt to depict the 
situation of the electric utilities as 
“Trifles, light as air’—the phantom 
“man who wasn’t there’ — may be 
pictured more realistically in the words 
of Henry VI: 

And many strokes, though with a little 


axe, 
5 wane down and fell the hardest-timber’d 
.e) 





“SOUTHERN power companies, discouraged by the legal victory of the 
TVA, would like to sell out to the government. They would make a good 
price ‘and throw i in a big batch of costly lawyers.” 


—Howarp BruBaKeEr, 
Writing in The New Yorker. 
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ILD West stories and “horse opera” 

movies have always insisted on the 
traditionally mutual contempt of cattle 
raisers and sheep raisers in the land of 
the looping lariat. But just for the sake 
of simplifying a rather complicated 
theory of cost allocation at Bonneville 
dam, recently made by the Federal 
Power Commission, let us assume that 
once upon a time there was a stock raiser 
sufficiently catholic in his taste to want 
to raise both cattle and sheep on the same 
range. (This may still seem silly to a 
stock man, but for the sake of argument 
let’s go on from there.) 

Well, now let us say that this stock 
man, whom we shall call Loco Moe be- 
cause he has such strange ideas about 
business, decides that ultimately he 
would like to have 10 herds of cattle, and 
10 herds of sheep. But because Moe is 
very choosy about the kind of sheep he’ll 
raise, he can get only 2 herds of sheep 
every two years, and it will take ten 
years to bring his sheep to full strength. 
The 10 herds of cattle Moe is able to get 
right off and does so. 

And now for costs. Let us arbitrarily 
assign a cost of $1,000 to each herd of 
both cattle and sheep, and $10,000 for 
the range land, water rights, etc., which 
both classes will use. At the end of the 
10-year period Moe’s out-of-pocket cost 
will be $30,000—$10,000 each for cattle 
and sheep and $10,000 for the facilities 
used by both. 

Now when Moe gets around to keep- 
ing his books for the first year, he will 
naturally charge $10,000 against the 
cattle and $2,000 against the sheep; but 
how will he decide to allocate the cost of 


range between the two? Obviously he 
couldn’t actually saddle his two herds of 
sheep with the full one-half cost of the 
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Uncle Sam 


By FRANCIS X. WELCH 


range which all the sheep will use when 
there are enough of them. For if he did 
so and tried to fix his price for sheep 
accordingly, he’d have a hard job get- 
ting rid of them in a competitive market. 
But, on the other hand, if he fixed his 
cattle prices to bear the extra cost of un- 
used range reserved for future sheep, he 
might well have similar difficulty market- 
ing his cattle. 

If Moe were an average business man, 
he would keep his books so that the 
sheep, even the two herds, would have 
the full cost of their half of the range 
theoretically charged against them for 
that year. Then he would get what mar- 
ket money he could for his sheep and 
enter any deficit for that year as a charge 
against his continuing sheep account ; the 
idea being that later on, when the full 10 
herds began to produce a profit, they 
would pay him back for his premature 
investment on their behalf. In that way 
he would know when his out-of-pocket 
investment was fully absorbed and where 
his real profits began. Remember, Moe 
has already put out the cash for the 
range, and if, like as not, he borrowed 
money to do so, he would have to pay 
the bank interest all through the under- 
productive years, 


uT this is how the FPC would keep 
Moe’s books: The FPC would 
charge against the sheep for the first year 
(in addition to their own cost) only one- 
fifth of the cost of the sheep’s half of 
the range, or $1,000. Two years later, 
the four sheep herds would be 
with $2,000 and so on, until after ten 
years, if Moe ever succeeded in getting 
his full quota of sheep, they would be 
charged with their full half of the range 
cost of $5,000. 
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Of course, as long as Moe is running 
the whole show for his own amusement, 
or profit, it doesn’t make very much dif- 
ference; even if he does end up after 
ten years paying a certain amount of 
interest money out of his own pocket 
while still under the impression that he 
was making a profit. 

But when we substitute, in place of the 
stock man, our old friend Moe the tax- 
payer, and, in place of those who buy 
the sheep, the customers for Bonneville 
power, it may make quite a difference in 
the long run. Bonneville dam is now 
complete as far as its navigation (cattle) 
facilities are concerned, but it has only 
two electric generators (sheep) and 
there is some present question about mar- 
kets for the output of even those. Ullti- 
mately, there is space reserved for 10 
generators if markets and money are 
forthcoming. But here is where the rub 
comes! The dam and reservoir, and 
some other facilities, such as fishways 
which are also virtually completed, have 
certain common or multipurpose (range) 
features. 

Aside from the costs obviously charged, 
as such, to power and to navigation, re- 
spectively, the FPC finds that the 
“multipurpose” facilities have cost $38,- 
490,700 of the total cost of the whole 
project, which is now fixed at $53,188,- 
800. The ultimate cost will be $74,144,- 
600 if, as, and when all 10 generators are 
installed. The FPC has decided that 
power should ultimately be charged with 
32.5 per cent (the Army Engineers 
figure it at 50, but let that pass as a dif- 
ference of opinion) of this multipurpose 
cost, but with the proportionate charge 
against power each year to be fixed ac- 
cording to the percentage of total 
power capacity actually installed. 

Of course, this won’t make so very 
much difference with the immediate 
rates for Bonneville power. Navigation 
is not expected to pay its own way any- 
how. That’s a horse on Moe, right off. 
But power, on the other hand, is sup- 
posed ultimately to repay all of the ex- 
penditures fairly chargeable to power. 
Even so, the result of this FPC system 
of calculation is that Moe the taxpayer 
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will hold the bag for the difference. be- 
tween the full multipurpose share which 
each year ought to be charged against 
power (and carried as a deficit if there 
is not enough power business to take care 
of the cost for that year) and what the 
FPC has actually allocated to power. In 
the end, when the entire cost of the proj- 
ect is amortized through power earnings 
(if it ever is), there will thus be this pro- 
portionate cost of the yearly carrying 
charge which will never find its way back 
into the public treasury. 

True, the bag Moe holds grows (theo- 
retically at least) smaller each year until 
at the end of ten he gets an even break 
with full costs charged against both 
classes of operation. But during the in- 
terim he will have to put up the cash for 
carrying the cost of expectancy. 


— suppose the markets do not de- 
velop sufficiently to install all the 
new generators in ten years. Suppose it 
takes fifteen or twenty years. Suppose 
the business never develops enough to 
warrant 10 or even 8 generators! In that 
case, friends, good old Moe will be giv- 
ing the power users of the Northwest 
quite a party. But he probably won’t 
know it. Nobody is going to waste much 
time reminding him of it. And if they 
do, it will have happened too long ago to 
get excited about it—‘‘water over the 
dam” and all that sort of thing. 

In the foregoing discussion a hypo- 
thetical 10-year period for full power de- 
velopment has been loosely assumed. 
The only basis for that is that with two 
generators already installed, the Secre- 
tary of Interior has recently asked Con- 
gress for funds to install two more, which 
will take two years. At that rate, full 
capacity would be reached in ten years. 

It is interesting to compare the ulti- 
mate allotment to power ($42,181,000) 
at Bonneville by the FPC to the estimate 
made by the Army Engineers of a year 
ago, when the power allotment was fixed 
at $50,579,000—a difference of $8,398,- 
000 between the two agencies. Just why 
such a substantial difference of opinion 
should exist might excite some congres- 
sional curiosity. 
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Financial News 


Utilities Still “In the Doghouse” 


— markets have continued to 
reflect current uncertainties, but the 
absence of further blasts from the White 
House and the constructive program of 
the “little business men” have permitted 
a slight return of confidence. However, 
utility stocks have not yet shared appre- 
ciably in the rally—possibly due largely 
to pessimism regarding the impending 
Electric Bond decision. Moreover, the 
President has taken no new steps to speed 
a utility construction program; and it 
now seems doubtful whether that pro- 
gram will even equal 1937’s. Mr. Doug- 
las holds that expansion is “stymied” by 
the New York bankers, and Mr. Cohen 
refers to “Ponzi” finance. 

While the program for seven little 
TVA’s is dead, the decision regarding 
allocation of power costs at Bonneville 
indicates continuance of the unfair ac- 
counting methods used by TVA as a rate 
basis. The three-judge decision at Chat- 
tanooga favoring TVA completely ig- 
nored the question of cost allocation, but 
it is to be hoped that this vital issue will 
not escape the attention of the Supreme 
Court. 

The stock market is inclined to take its 
cue from the heavy industries. The re- 
covery in steel operations has now fiat- 
tened out due to price uncertainties re- 
sulting from the $4 cut in steel sheets. 
Further gains seem dependent on im- 
proved sentiment at Detroit, where auto 
makers are still confronted with the used 
car problem. However, dealers’ stocks 
of automobiles are said to be declining 
and car makers are reported about ready 
to release tool orders for 1939 models. 

Department store sales for January 
declined only 4 per cent compared with 
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and 
Comment 


By OWEN ELY 


last year—the drop was probably ac- 
counted for by lower price levels; chain 
store losses were only half as much; and 
the shoe industry reports sharp improve- 
ment. Unfortunately, retail sales usually 
lag some months behind other business 
indices, so the present sustained level 
may not mean a great deal. 

A slight touch of inflation seems 
“around the corner,” although the patient 
has had so many injections of this 
famous remedy in the past that it has 
lost some of its tonic effects. The Presi- 
dent has asked Congress for $250,000,- 
000 additional relief; a bill has been in- 
troduced, with the President’s blessing, 
for a $6,000,000,000 superhighway proj- 
ect; James Cromwell favors the $10,- 
000,000,000 bank-currency proposal by 
Representative Goldsborough; and the 
proposal to raise prices to the 1926 level 
again echoes in Congress. Passage of 
the housing bill and approval of 
the farm bill have some long-term infla- 
tionary significance, with armament a 
contributing factor, It still remains a safe 
bet, however, that we will never have 
wild inflation of the postwar European 
type; and in the absence of more con- 
structive steps, any inflationary tendency 
in 1938 will doubtless prove a welcome 
offset to present deflation of bank credit. 


> 
York Railways First 5s 


vo Railways Company was origi- 
nally a prosperous Pennsylvania 


Later it acquired 
Pennsylvania Light & Power Company, 
and electric operations now furnish 
about four-fifths of system revenues, 
traction and steam heating one-fifth. 
The company, now controlled by one 


traction company. 
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of the Associated Gas subholding com- 
panies, has been embroiled in Pennsyl- 
vania politics. Fixed charges in 1930 
were covered over four times, but cover- 
age has since dropped to 1}. The $6,106,- 
000 first 5s came due December Ist last, 
and the company’s application for per- 
mission to extend the bonds ten years 
(made in July) was not decided by the 
commission until November 25th, when 
it grudgingly consented to extension of 
only $3,300,000 bonds. As the company 
was unable to retire more than $1,116,000 
bonds by open market purchases, there 
was no alternative but to place the com- 
pany under §77-B. 

The company has now appealed to the 
courts, and has indicated its probable in- 
tention to merge the electric and steam- 
heating subsidiaries with Metropolitan 
Edison (a larger Associated Gas sub- 
sidiary with strong credit). Under such 
a plan, York bonds would either be 
assumed by Metropolitan Edison or ex- 
changed for Metropolitan securities 
(each $1,000 bond receiving $700 first 
4s, plus three shares of 6 per cent pre- 
ferred). 

It remains possible that the company 
may emerge from 77-B if sufficient con- 
sents are obtained from bondholders on 
the original 10-year extension plan. In 


Net working capital 


that case, it is not assured that the merger 
with Metropolitan would eventuate, al- 
though it would logically conform with 
the Federal Utility Act. Such a merger 
would prove helpful also if York is un- 
able to escape the commission’s order for 
a 30 per cent “temporary” cut in electric 
rates. However, it seems likely that the 
courts will protect the company from 
such a deep cut, the order for which 
‘seems due to the governor’s antiutility 
campaign. 

In any event, the bonds (on which 
interest is being currently earned nearly 
twice after allowance for the reduced 
amount outstanding) seem likely to re- 
cover a portion of their sharp market 
decline as soon as the company’s legal 
entanglements are cleared up. 


> 


Electric Bond and Share Pre- 
ferred—Status under Dissolution 


N analysis of the liquidating value of 
Electric Bond and Share preferred 
stock, in the event of a forced liquida- 
tion, has been prepared by Winslow & 
Douglas, members of the New York 
Stock Exchange. The company’s assets 
at December 31, 1937, are estimated as 
follows: 


e 


$14,308,114* 


Bonds & notes of American Foreign Power subsidiaries (a) 
Bonds & notes of United Gas Corp. and subsidiaries (b) 


Texas Power & Light Ist 43—65 (c) 
Miscellaneous bonds 


846,986 shares of American Gas & Electric at current 


market price 22 


Assets per share of preferred of notes, bonds, cash & 


American Gas & Electric stock 


Market value at February 8, 1938, of various 


stocks and option warrants 
Total assets per share of preferred 


(*) At ledger value. 


18,633,692 


$108.30 
48.00 


$156.30 


70,074,000 


(a) Over-all charges earned for American & Foreign Power on consolidated basis for 
twelve months ending September, 1937, 1.54 times. 
(b) Over-all charges earned for United Gas Corporation on consolidated basis for twelve 
months ending November, 1937, 3.34 times. 
(c) Over-all charges earned for Texas Power & Light on consolidated basis for twelve 
months ending November, 1937, 1.85 times. 
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Memphis Power & Light's 


Dilemma 


ae gee be Power & Light is con-' 
trolled by National Power & 
Light Co., affiliated with the Electric 
Bond and Share group. The company 
serves the city of Memphis with elec- 
tricity and gas; nineteen smaller com- 
munities are supplied with electricity and 
six with gas. Electricity accounts for 
about two-thirds of gross revenues and 
gas about one-third. 

The company owns electric generating 
stations in Memphis with an installed 
capacity of 54,000 kilowatts and 1,158 
miles of transmission and distribution 
lines. Natural gas is obtained from the 
nonaffiliated Memphis Natural Gas Com- 
pany, and a water gas manufacturing 
plant is maintained for standby purposes. 
The company also controls Memphis 
on Railway Company, reorganized in 
1935. 

Memphis Power & Light has had an 
excellent earnings record, fixed charges 
being covered two to three times over a 
long period of years (in 1934 twice; for 
the twelve months ended September 30, 
1937, 3.3 times). Preferred dividends 
were earned about six times in 1928; the 
coverage dropped to twice in 1934 and 
recovered to four times in 1937. 

The company is now threatened with 
the loss of a large part of its electric 
revenues due to TVA competition. Last 
March the Tennessee Supreme Court 
upheld the city’s contract for purchase 
of TVA electricity to be distributed 
through a municipally owned system. 
The city was authorized by voters to sell 
$9,000,000 bonds, and in June sold $3,- 
000,000 securities to begin constructing 
a municipal distributing system. PWA 
Administrator Ickes also allotted the 
city $3,000,000 as a Federal grant; and 
recently, following the favorable Su- 
preme Court decision on PWA loans, 
$1,000,000 was released. Thus the city 
has obtained $4,000,000 cash (with the 
possibility of getting $8,000,000 more), 
which is being used to construct substa- 
tions. TVA power is now being deliv- 
ered to Arkansas Power & Light Com- 
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pany, which formerly “tied in” with the 
emphis Company. 

Memphis Power & Light Co. has of. 
fered to reduce its electric rates to the 
extent of $1,000,000 a year and also to 
take twice as much TVA power as the 
city has contracted for, but the city still 
seems determined to go ahead with con- 
struction of a duplicate system. The 
local political group is said to be work- 
ing in cooperation with the Federal ad- 
ministration. It remains possible, how- 
ever, that the Memphis Power & Light 
generating plant may be acquired for 
standby purposes, since TVA power may 
prove none too reliable (due to floods or 
droughts). 


HE company carried its property 

(including franchises) on the books 
at $29,644,462 net as of December 31, 
1936. What proportion of this invest- 
ment represents the generating plant and 
distributing facilities within the city of 
Memphis is difficult to estimate—pre- 
sumably over half. The company’s 
funded debt, amounting to $15,275,000, 
should be fairly well protected at current 
market levels. At 65 for the refunding 
5s and 60 for the 44s, the funded debt is 
down marketwise to about $9,600,000, or 
one-third of total book value. At current 
prices for the preferred stocks (about 
44 for the $7 and 41 for the $6), the 
total preferred stock is valued market- 
wise at about $2,600,000. 

Considering the present wide margin 
of safety in assets and earnings for both 
bonds and the preferred stocks, it seems 
likely that any deal with the municipal 
authorities, no matter how unreasonable 
from the company’s viewpoint, should 
(with remaining electric business out- 
side Memphis and the natural gas busi- 
ness) protect bondholders to a greater 
extent than now reflected in the bond 
prices. 

If no deal is made, the company 
could continue its Memphis electric bus'- 
ness in competition with TVA and the 
city. There are such competing systems 
in Los Angeles, Cleveland, and Seattle. 
Even assuming that the electric plan! 
must be “junked,” it is possible that the 
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rith the HH natural gas business alone (unless af- possible that net from this source ex- 
fected too much by TVA electri¢ compe- ceeded total bond interest charges of 

has of- M™ tition) could carry the company’s fixed $737,375. 

to the MM charges. In 1936 gross revenues from The preferred stocks, while much 

also to MM gas were nearly $3,000,000, and it seems more of a gamble than the bonds, might 

as the 
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not suffer a much greater loss in any 
reorganization than that already inflicted 
marketwise, especially if the bonds 
should be retired by purchase in the 
open market around present levels or 
lower. If, however, it should prove nec- 
essary to redeem the bonds at prices 
slightly over par, the position of the pre- 
ferred stockholders would be more vul- 
nerable. Meanwhile, with the full divi- 
dend rates still paid, the stocks offer very 
attractive yields for those willing to 
speculate on the possibilities of perma- 
nent retention of some part of the elec- 
tric earnings. 


¥ 


Success of the Appalachian 
Financing 


HE $67,000,000 financing of Appa- 

lachian Electric Power Company 
by a nation-wide syndicate on February 
2nd proved highly successful, the bonds 
going to a premium on the day of issue. 
According to the New York Sun: 


Ever since the Securities Act went into 
effect, investment bankers and dealers have 
been wondering how to create an individual 
investor interest in new bond issues. They 
now believe they possess the formula. In- 
dividual investors displayed a keener interest 
in the recent Appalachian Electric Power 
bond issue than in probably any straight in- 
vestment bond offering of the past two years, 
according to the observations of dealers. A 
complete tabulation of sales has not been 
made, but it is generally conceded that pri- 
vate investors took much more than the 5 
per cent that had been a fair average for 
bond issues in the 1935-37 financing. In the 
early months of that period individuals were 
too skeptical of bonds. For one thing, they 
did not know how far the country would go 
toward uncontrolled inflation. When con- 
fidence returned the drawback was the un- 
precedented low interest rates. These rates 
were acceptable to passive investment funds, 
that is, the kind belonging to persons no 
longer able to replace lost capital and there- 
fore unable to risk their money. 

The Applachian mortgage bonds carried a 
4 per cent coupon in a market which rates 
the cream of utility bonds a yield of 34 per 
cent or less. Offered at 9834, the bonds ap- 
pealed to a substantial class of investors 
willing to forego the overrich interest cover- 
age of the 32 per cent type, for the sake of 
a better return. In addition the underwriting 
spread enabled the bankers to extend to 
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dealers large enough commissions to en. 
courage them to do a real selling job. 

The Appalachian financing other en- 
couraging aspects, not the least important 
of which was to teach a costly lesson to the 
so-called investment —— type of se. 
curity dealers. It had become common prac. 
tice for this e of dealer to offer new 
bonds at concessions equal to or greater than 
the regular allowance to dealers. This was 
done by way of gambling that bonds would 
be obtainable before the delivery date well 
under the public offering price. This form 
of short selling was carried out on a large 
scale in the Bethlehem Steel debenture of. 
fering of last fall and contributed largely 
to the losses sustained by the underwriters, 
The I. G. dealers gambled on the Appala- 
chian issue going sour. When it sold ata 
premium on the day of offering, the I. G. 
shorts rushed to cover at a loss. They, in 
effect, created part of the premium. 


¥ 
Highlights of 1937 


HE following resumé of the electric 

power and light industry’s 1937 
operations is summarized from the an- 
nual statistical number of the Electrical 
World: 

Ultimate consumers used 10 per cent 
more “juice,” and output rose 9 per cent, 
with hydro plants supplying one-third of 
the total. 

Generating capacity increased only 2.3 
per cent, total facilities being worked 
more hours. The increased capacity was 
mainly obtained through additions to 
existing stations. 

Sales of kilowatt hours were slightly 
below the 100,000,000,000 mark. Farm- 
ers took 24 per cent more power, con 
mercial consumers 18 per cent more, 
residential users 13 per cent, while indus- 
trial gains increased only 8 per cent. 

The utilities had 27,000,000 customers, 
750,000 being new. However, of 1,200; 
000 farm customers, 160,000 were nev. 
Rural mileage increased 25 per cent (less 
is expected in 1938). More than a quat- 
ter of all farms in dwellings worth over 
$500 are now served. 

Expenses gained 10 per cent compared 
with 8 per cent increase in revenues. 
gain in maintenance was only about 44 

r cent which prevented a bigger jump 


in expenses. 
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FINANCIAL NEWS AND COMMENT 
INTERIM EARNINGS STATEMENTS 


Electric and Gas 
American Gas & Electric 


American Power & Light (Pfd.) ... 


American Water Works 
Boston Edison 

Cities Service P. & L. (Pfd.) 
Columbia Gas & Electric 
Commonwealth Edison 


No.of End 


Months of 
Included Period 


Nov. 
Nov. 
Sept. 


1 
Commonwealth & Southern (Pfd.) .. . 


Consolidated Edison, N. Y 
Consolidated Gas of Baltimore 
Detroit Edison 


Electric Power & Lt. (1st Pfd.) . 


Federal Light & Traction 

Inter. Hydro-Electric (Pfd.) 
Long Island Lighting (Pfd.) 
Middle West 
National Power & Light 
Niagara Hudson Power 


North American Co. ............ 


Pacific Gas & Electric 


Public Service Corp. of N. J. ... 


Southern California Edison 


Standard Gas & Elec. (Pr.Pfd.) . 


Stone & Webster 
United Gas Improvement (i) 
United Light & Power (Pfd.) 


Gas Companies 


American Light & Traction 
Brooklyn Union Gas 

Lone Star Gas 

Pacific Lighting 

Peoples Gas Light & Coke 
United Gas Corp. (1st Pfd.) 


Telephone and Telegraph 


American Tel. & Tel. (d) 
General Telephone 
Western Union Telegraph 


Traction 


Greyhound Corp. ............++- 


Twin City Rapid Transit 
Systems outside U. S. 


SEE: EES 


iso de 


American & Foreign Power (Pfd.) .. . Sept. 


International Tel. & Tel. (e) 


*Estimated. 


Sept. 


System Earnings per Share (a) 





Last Previous Per Cent Per Cent 
Period Period Increase Decrease 
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1.14(h) 2.00 


7.70 451 70 
1.10 0.38 190 


(a) On common stock, unless otherwise indicated following name of company; in some 

cases, Federal surtax not deducted. 
(b) Report also published for month ending same period. 
(c) Report also published for quarter ending same period. 
(d) Parent company only. The consolidated statement for twelve months ended December 

31st showed $10.24, against $9.54 last year. 
(e) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 


(f) Before surtax $2.72 


(g) Comparative figures for 1936 not stated. For the twelve months ended September 30th 
there was a gain of 14 per cent. 


(h) Before surtax $1.45. 
(i) Parent company only. 
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not suffer a much greater loss in any 
reorganization than that already inflicted 
marketwise, especially if the bonds 
should be retired by purchase in the 
open market around present levels or 
lower. If, however, it should prove nec- 
essary to redeem the bonds at prices 
slightly over par, the position of the pre- 
ferred stockholders would be more vul- 
nerable. Meanwhile, with the full divi- 
dend rates still paid, the stocks offer very 
attractive yields for those willing to 
speculate on the possibilities of perma- 
nent retention of some part of the elec- 
tric earnings. 


5 
Success of the Appalachian 


Financing 


HE $67,000,000 financing of Appa- 

lachian Electric Power Company 
by a nation-wide syndicate on February 
2nd proved highly successful, the bonds 
going to a premium on the day of issue. 
According to the New York Sun: 


Ever since the Securities Act went into 
effect, investment bankers and dealers have 
been wondering how to create an individual 
investor interest in new bond issues. They 
now believe they possess the formula. In- 
dividual investors displayed a keener interest 
in the recent Appalachian Electric Power 
bond issue than in probably any straight in- 
vestment bond offering of the past two years, 
according to the observations of dealers. A 
complete tabulation of sales has not been 
made, but it is generally conceded that pri- 
vate investors took much more than the 5 
on cent that had been a fair average for 

nd issues in the 1935-37 financing. In the 
early months of that period individuals were 
too skeptical of bonds. For one thing, they 
did not know how far the country would go 
toward uncontrolled inflation. When con- 
fidence returned the drawback was the un- 
precedented low interest rates. These rates 
were acceptable to passive investment funds, 
that is, the kind belonging to persons no 
longer able to replace lost capital and there- 
fore unable to risk their money. 

The Applachian mortgage bonds carried a 
4 per cent coupon in a market which rates 
the cream of utility bonds a yield of 34 per 
cent or less. Offered at 9834, the bonds ap- 
pealed to a substantial class of investors 
willing to forego the overrich interest cover- 
age of the 34 per cent type, for the sake of 
a better return. In addition the underwriting 
spread enabled the bankers to extend to 
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dealers large enough commissions to ¢. 
courage them to do a real selling job. 
The Appalachian financing other en- 
couraging aspects, not the least im 
of which was to teach a costly lesson to the 
so-called investment — type of se- 
curity dealers. It had become common pra. 
tice for this of dealer to offer new 
bonds at concessions equal to or greater than 
the regular allowance to dealers. This was 
done by way of gambling that bonds would 
be obtainable before the delivery date well 
under the public offering price. This form 
of short selling was carried out ona 
scale in the Bethlehem Steel debenture of- 
fering of last fall and contributed largely 
to the losses sustained by the underwriters, 
The I. G. dealers gambled on the Appala- 
chian issue going sour. When it sold ata 
premium on the day of offering, the L. CG. 
shorts rushed to cover at a loss. They, in 
effect, created part of the premium. 


al 
Highlights of 1937 


ci HE following resumé of the electric 
power and light industry’s 1937 
operations is summarized from the an- 
nual statistical number of the Electrical 
World: 

Ultimate consumers used 10 per cent 
more “juice,” and output rose 9 per cent, 
with hydro plants supplying one-third of 
the total. 

Generating capacity increased only 2.3 
per cent, total facilities being worked 
more hours. The increased capacity was 
mainly obtained through additions to 
existing stations. 

Sales of kilowatt hours were slightly 
below the 100,000,000,000 mark. Farm- 
ers took 24 per cent more power, com- 
mercial consumers 18 per cent more, 
residential users 13 per cent, while indus- 
trial gains increased only 8 per cent. 

The utilities had 27,000,000 customers, 
750,000 being new. However, of 1,200; 
000 farm customers, 160,000 were new. 
Rural mileage increased 25 per cent (less 
is expected in 1938). More than a quar- 
ter of all farms in dwellings worth over 
$500 are now served. 

Expenses gained 10 per cent compared 
with 8 per cent increase in revenues. The 
gain in maintenance was only about 44 
per cent which prevented a bigger jump 


in expenses. 
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INTERIM EARNINGS STATEMENTS 


No.of End System Earnings per Share (a) 
Months of Last Previous Per Cent Per Cent 
Electric and Gas Included Period Period Period Increase Decrease 
American Gas & Electric 12 Nov. 
American Power & Light (Pfd.) ... Nov. 3 
American Water Works 12 Sept. 
Boston Edison 12 Sept. 
Cities Service P. & L. (Pfd.) June 
Columbia Gas & Electric 12 Sept. 
Commonwealth Edison 12 Nov. 
Commonwealth & Southern (Pfd.) .. Dec. 
Consolidated Edison, N. Y. ......... 12 Dec. 
Consolidated Gas of Baltimore Dec. 
Detroit Edison 12 Dec. 
Electric Power & Lt. (1st Pfd.) .... Nov. 
Federal Light & Traction Sept. 30 
Inter. Hydro-Electric (Pfd. Sept. 
Long Island Lighting (Pfd. Sept. 
Middle West Corp. ............0e8: Sept. 
National Power & Light Nov. 30 
Niagara Hudson Power Sept. 
North American Co. ...........4... Sept. 30 
Pacific Gas & Electric Oct. 
Public Service Corp. of N. J. ...... Dec, 
Southern California Edison Sept. 
Standard Gas & Elec. (Pr.Pfd.) .... Nov. 
Stone & Webster 
United Gas Improvement (i) 
United Light & Power (Pfd.) 


Gas Companies 


American Light & Traction 
Brooklyn Union Gas 

Lone Star Gas 

Pacific Lighting 

Peoples Gas Light & Coke 
United Gas Corp. (1st Pfd.) 


Telephone and Telegraph 


American Tel. & Tel. (d) 
General Telephone 
Western Union Telegraph 
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Greyhound Coe. oss sss saascceses 12 ° 1.75* 
Twin City Rapid Transit ; 1.14(h) 


Systems outside U. S. 


American & Foreign Power (Pfd.) .. 12 ‘ 7.70 4.51 70 
International Tel. & Tel. (e) 9 Sept 1.10 0.38 190 
*Estimated. 
(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 
(b) Report also published for month ending same period. 
(c) Report also published for quarter ending same period. 
(d) Parent company only. The consolidated statement for twelve months ended December 
3lst showed $10.24, against $9.54 last year. 
(e) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 
(f) Before surtax $2.72. 
(g) Comparative figures for 1936 not stated. For the twelve months ended September 30th 
there was a gain of 14 per cent. 
(h) Before surtax $1.45. 
(i) Parent company only. 


Ne 
3S 


293 MAR. 3, 1938 





What Others Think 


Fortune Surveys the Problems 
Of the Power Industry 


it is easy to see why President Roose- 
velt, faced as he is with an economic 
recession which seriously threatens his 
reputation as a White House harbinger 
of happy days, should be interested in 
getting the utilities (mostly gas and elec- 
tric) to take the rubber bands off their 
corporate pocketbooks and do some over- 
due spending in the way of expansion 
and construction. From a predepression 
rate of $900,000,000 a year, utility spend- 
ing dropped to a low of $130,000,000 in 
1933 and recovered to a mere $450,000,- 
000 in 1937. This, notwithstanding 
record consumption, expanding markets, 
near capacity operation, and still healthy 
profits. 

Of all other major industries, housing 
alone proved more of a spending laggard 
than utilities during the recent short- 
lived boom, 

Small wonder, therefore, that Fortune 
magazine selected the utilities as the first 
industrial specimen to examine in its cur- 
rent series of articles designed to analyze 
the basic conflict between government 
and business regarded by Fortune with 
much editorial gravity in part as follows: 

Out of this situation there arises a con- 
flict of vast historical significance; a con- 
flict which will not be solved in a year, or 
even in the course of a single administra- 
tion, but which will leave its mark upon 
society for generations. In theory it is the 
old conflict between the individual and the 


state, but in practice it is a conflict between 
business and government. 


But Fortune surveyors found that it 
isn’t mere obstinacy that keeps the util- 
ity leaders from giving to President 
Roosevelt the impressive commitments 
for future spending which he believes 
they are able to make. The industry has 
its own questions to ask of the admin- 
istration. First of all, it is necessary to 
understand the peculiarly intimate rela- 


tion of finance to the utility industries, 
Fortune explains this very graphically: 


Take a look at this industry, its rulers, 
and their troubles. The most important 
single fact about electric utilities is this: 
they pay more money to capital than to la- 
bor. Two men can run a hydro station. One 
watches gauges and answers the phone; the 
other stands by in case the first has heart 
failure. The industry pays its skilled labor 
notably well, but at the last census (1932) 
it employed less than 250,000 workers all 
told—maintenance crews, engineers, meter 
readers, clerks, stenographers—and its an- 
nual payroll was only $325,000,000. Nor are 
its sales spectacular: $2,200,000,000 last 
year, which was less than building, less than 
motor fuels, less than the automotive in- 
dustry, less even than the sales of the in- 
dustry that builds the utilities’ equipment. 
But when it comes to absorbing capital, no 
industry short of agriculture and the rail- 
roads compares with the electric utilities. 
To gross a dollar in this business, you must 
first invest five or six. In 1932 the total 
fixed capital of the operating companies was 
$14,370,000,000. More than a fifth of this, if 
the Federal Trade Commission’s findings are 
just, is water. But it supported some $13- 
600,000,000 of bonds and stocks in the hands 
of the public, and the rent on this capital 
comes to more than $600,000,000 a year— 
twice the industry’s labor cost. And since 
they cannot earn enough to save up for 
their own expansion, the utilities must also 
borrow new money every year. Little won- 
der that the typical utility head is a man 
with a financial turn of mind ; that he thinks 
not in terms of sales but in terms of credit; 
and that Wall street is the psychological 
headquarters of the industry. 


pe this reason Wall street has be- 
come the “headquarters” of more 
than half the industry—the half that 
somehow managed to get mixed in with 
the resulting 15 major holding company 
systems during the merger era of the 
twenties. There are others, of course, in- 
dependents—some of them quite power: 
ful and successful. The Fortune article 
names the principal organizations and 
tells, in a general way, the good, bad, and 
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WHAT OTHERS THINK 


indifferent points of each and how they 
got that way. 

Starting off with the top, J. P. Morgan 
interest (exercised through the United 
Corporation) ,the article sketches quickly 
the alignment of the following groups: 
United Gas Improvement, Public Serv- 
ice of New Jersey, Consolidated Edison 
and Niagara Hudson of New York (the 
foregoing being included in the Morgan 
group), Electric Bond and Share, with 
its American & Foreign Power, North 
American, Associated Gas & Electric, 
Cities Service, the Byllesby group, Utili- 
ties Power & Light, and special atten- 
tion is given to the competitive plight of 
Commonwealth & Southern. The indus- 
try’s “three old men,” held up as models 
of successful and progressive independ- 
ent operation are Alex Dow (Detroit 
Edison), Herbert Wagner (Consolidated 
Gas & Electric Company of Baltimore), 
and Samuel Ferguson (Hartford Elec- 
tric Light Company). All three are 
noted for their continuous refusal to “get 
mixed up with holding companies.” 

The Fortune article next presented an 
interesting view of the effect which 
financially minded leadership had upon 
the evolution of the industry’s rate 


policy : 


In the nineties Samuel Insull, a pioneer 
among “business statesmen,” hammered 
home to the people the idea that their best 
bet for getting good electric service was to 
permit monopolies and to regulate them. 
The public thought it a fair exchange, and 
the industry, by and large, has been run 
that way since about 1907. Now the state 
regulatory commissions vary widely in the 
degree of control they exert over rates. 
The Wisconsin commission, reorganized in 
1931, takes a strong line with its utilities, 
while the Connecticut body follows a policy 
of cooperation. But all in all, the commis- 
sions have not been much trouble to the 
utilities, for a fairly simple reason: rates, 
in the eyes of the law, are judged not by the 
public’s response to them, but by the amount 
of return they earn on the company’s prop- 
erty. The return, not the rate, is limited. 


The fundamental assumption is that the 
company must earn a “fair” return, and the 
main field of controversy thus becomes the 
valuation of the property. On this point the 

upreme Court doctrine has been that all 
elements—actual cost, reproduction cost, 
even the market value of the securities— 


must be considered in a fair appraisal. This 
doctrine has enabled companies to reappraise 
their plants upward with the general price 
level and thus resist rate reductions. In view 
of such stabilizing influences, the fact that 
utility rates have declined at all over the 
past two decades seems all the more re- 
markable. And it raises the question of 
whether, if they can have declined by 40 
per cent without any external pressure to 
speak of, they might not, under pressure of 
competition, have declined a good deal more. 


ND here is introduced Uncle Sam in 
the réle of the industry’s competi- 
tor. Although TVA was born of a de- 
termination of a band of conservation- 
ists to retain government control over its 
natural resources, and midwifed by the 
exigencies of national defense, naviga- 
tion, and flood control, the Fortune 
article gives TVA principal credit for 
breaking the “vicious circle” by which 
lower electric rates were checked by 
limited usage which in turn was hindered 
by higher rates. Throwing conservative 
rate precedent to the winds, TVA de- 
cided to hew to the line of lower promo- 
tional rates and let the kilowatt hours 
fall where they may. 

Aside from the question of whether 
the rates were compensatory or subsi- 
dized, TVA electric consumers in 
Tupelo, Miss., and Athens, Ala., in- 
creased use to 1,900 kilowatts a year. 
Private industry was not idle. Common- 
wealth & Southern, Hartford Electric 
Light Company, and others experimented 
with aggressive merchandising of in- 
creased power usage through lower rates. 
“Not a single company that reduced 
rates,” said former Chairman McNinch 
of the Federal Power Commission, “has 
failed to find its reward in an increase 
in revenues both gross and net.” 

But the old problem of TVA subsidy 
bobbed up. Constitutional attacks on 
TVA were launched but from the present 
outlook they do not promise much suc- 
cess. In any event, lawsuits, however 
they turn out, would not solve the fun- 
damental difficulties of the TVA policy 
of subsidized rate competition and of en- 
couraging wasteful duplication of facili- 
ties. These problems continue to disrupt 
even the very membership of TVA it- 
self. In the end, it may be, as the Fortune 
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New York Herald Tribune 


OPENING NAVIGATION ON THE UPPER TENNESSEE RIVER 


article points out, that the “vicious cir- 
cle” instead of being broken will simply 
take another loop. 


Sie arguments for and against the 
“death sentence” (§11) of the Hold- 


ing Company Act are too familiar to 
ForTNIGHTLY readers to warrant further 
review here, but the Fortune article 
found some merit on both sides, and 
reserved a special nod for a middle 
course, Replying to the contention that 
the “death sentence” punishes only the 
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present and relatively innocent holders 
of utility securities, it stated : 


One answer might be, of course, that 
sooner or later investors always take it in 
the neck when consumers are not given their 
money’s worth. This fundamental tenet of 
capitalism, normally enforced by competi- 
tion, must be enforced by the government 
in the case of monopolies. As for the ques- 
tion of whether it would not do as well to 
let the industry correct itself, Mr. V 
of Commonwealth & Southern, provides an 
appropriate thought. He explains the soft 
state of the capital market, and in turn the 
reluctance of the industry to borrow 
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WHAT OTHERS THINK 


new construction, by one word—uncertainty. 
Nobody knows for sure whether the hold- 
ing company systems will be broken up or 
not. Nobody knows for sure what TVA will 
do, or when and where another TVA will 
raise its head. If the government would 
agree to a definite compromise, the un- 
certainty would end, and this strong young 
industry, itching to expand, would release 
its billion dollars of heavy-equipment orders. 


The article goes on to predict that in 
the likely event of the Supreme Court’s 
approval of the registration provisions 
of the Holding Company Act in the Elec- 
tric Bond and Share Case, “there will be 
arush of laggard holding company regis- 
trations and the sit-down strike will be 
carried on inside instead of outside 
the SEC.” Some, like the American 
Water Works Company, may be able to 
work out their affairs with the codpera- 
tion of a fair-minded SEC, but the ma- 
jority is held more likely to wait for the 
SEC to take the initiative under §11 and 
then take the Holding Company Act 
back to the courts for a specific constitu- 
tional test on the “death sentence.” 


HE Fortune piece has much praise 

for the independent operating 
efforts of Messrs. Dow, Wagner, and 
Ferguson, but finds that the complete 
answer to the entire -ndustry’s problems 
is not so simple. It is easy enough for 
Messrs. Dow, Wagner, and Ferguson to 
eschew the holding company because, in 
their respective snug metropolitan 
strongholds, they have no need of it. But 
what about the hinterlands? How can 
such remote communities as Arkadelphia, 
Arkansas, and Roundup, Montana, find 
capital and good management for their 
local utility service without the aid of 
the very mass diversification that the 
New Deal has set its face against in the 
Holding Company Act? And, further- 
more, although electric service is still 


considered mostly local, how can local 
operators keep up with technical prog- 
ress which is already pointing toward 
more and more economic possibilities 
through long-distance transmission, in- 
terconnection, pooling, and other group 
operations? The article concluded : 


The average rate for all companies in the 
big-city North American system is 3.47 cents 
per kilowatt hour, which is lower than the 
average rate in Detroit, Baltimore, or Hart- 
ford. Lower still is the average rate in Mr. 
Willkie’s Commonwealth & Southern sys- 
tem—3.29 cents—and its average use was 
1,087 kilowatt hours last year, which is 
greater than both Mr. Dow’s and Mr. Wag- 
ner’s. That, in the last analysis, is because 
Mr. Willkie is just as enlightened in his self- 
interest as Mr. Ferguson. Perhaps the im- 
mediate task is the same for all utilities, 
small and large: integration, rationalization, 
and a much greater volume of sales. For 
that task, the regional basis seems to pro- 
vide the sound approach. But like so many 
economic problems, this one reduces itself 
to a question of men. If the Federal gov- 
ernment, in prodding the industry toward its 
goals, forces some holding company men to 
change their jobs, the examples of Messrs. 
Dow, Wagner, and Ferguson show that there 
is more than one way for them to make a 
living out of power. And if the same prod- 
ding creates a new financial problem in 
Arkadelphia or Roundup, there is surely 
enough skill and imagination among the men 
on Wall street to find a new and sounder 
way of solving it. 

Reviewing the article as a whole, it 
does seem that the Fortune editors have 
made a scrupulously fair, clear, and 
penetrating analysis of the utility situa- 
tion with respect to government and 
states today. If its other industrial studies 
are equally authentic and forceful, For- 
tune will have contributed a lasting as 
well as timely X-ray of the present im- 
passe between government and business. 


ForecoInc excerpts reprinted from February, 
1938, issue of Fortune magazine with per- 
mission of the editors. 





The Editors Favor TVA-Utility Parleys 


pao the most remarkable aspect 
of the recent suggestion of Wendell 
L. Willkie that the government consider 
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the purchase of private utility facilities 
in the TVA area was the generally sym- 
pathetic reaction which appeared in the 


MAR. 3, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


national press. And since Dr. George 
Gallop and other scientific samples of 
public opinion have not yet got around 
to testing the general public on this 
proposition, the daily press is about the 
nearest approach we can come to a re- 
flection of opinion. 

Of course, it has been frequently 
charged that the American daily press is 
preponderantly anti- New Deal. Certain- 
ly it hasn’t been getting noticeably warm- 
er towards the New Deal since the last 
election. Just the same, President Roose- 
vent has in the past had considerable edi- 
torial support in the daily press for his 
Federal power program, which makes it 
all the more significant when the news- 
paper editors appear to ask, almost 
unanimously, that the administration 
take time out and consider Mr. Willkie’s 
proposal on its reasonable merits. 

Nor has the recent decision of the Fed- 
eral district court at Chattanooga, up- 
holding the TVA, led to any diminution 
in this editorial demand that the Federal 
government should, in effect, stop, look, 
and listen before proceeding with a ruth- 
less campaign to destroy private utility 
investment in the Tennessee valley or 
elsewhere. For example, the Birmingham 
News, which is an old-line Democratic 
journal of the deep South, has this to say 
of Mr. Willkie’s proposal : 

For its part, this paper does not regard 
the proposal as one likely to be adopted on a 
basis which would protect the investments 
of thousands of people in the utilities. Cer- 
tainly this paper hopes that it will not be- 
come necessary for the government to take 
over the utilities, even if it were constitu- 
tionally possible. 

But this paper does have some hope that 
the frank facing of facts which the proposal 
seems to be forcing will in some way bring 
about a compromise of the differences be- 
tween the TVA and the utilities, and that, if 
we are headed for a showdown, it will be 
one which will not do grave injury to either 
side, or to the people of the region. 


G kx Scripps-Howard chain news- 
papers, which have been pretty 


regular supporters of the President’s 
policies, especially in the matter of elec- 
tric power, published an editorial follow- 
ing the decision from Chattanooga which 
contained the following excerpt: 
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The Tennessee governor, Gordon Brown- 
ing, will confer this week with the Presj- 
dent on a plan for the nation and the state 
to take over the Tennessee power companies 
at a price appraised by arbitration. Wendell 
Willkie, head of the largest southern opera- 
tion, already has offered to sell out. And 
so what is up is a question of policy—shall 
government go into ownership, with the pri- 
vate utilities in the TVA region retiring 
completely from the business? 

This, we say, is no new question, but an 
old one, here and abroad. We don’t think 
the nation will go to pot if the decision is 
in behalf of government ownership. But we 
do believe that Federal victory in its long 
fight against the rear-guard action of the 
utilities carries the great responsibility that 
victory always entails. The government 
must now decide whether it wants to go into 
the utility business whole-hog, or whether it 
wants to reach some sort of working agree- 
ment with the private utilities by which the 
government will know where “it’s at,” and 
the utilities know where they stand, the cost 
of Sexeany already having been much too 
much. 


The New York Times, independently 
Democratic, summed up the whole situa- 
tion with great moderation and reached 
the following editorial conclusion: 


On the side of war, there is nothing now, 
save a possible and doubtful reversal of yes- 
terday’s decision by the Supreme Court it- 
self, to prevent the government, if it so de- 
sires, from using TVA as an instrument of 
competition which, while lawful, will never- 
theless effectively undermine the position of 
the private utilities in the Southeast. The 
government can create its own “yardstick” 
of power-production costs. And it can pro- 
ceed to demonstrate, if it wishes to do s0, 
that through the generous use of Federal 
subsidies it is possible to produce elec- 
tric energy more cheaply than if these 
subsidies were lacking. But what can it hope 
to gain, through a demonstration of this 
kind, beyond proving that part of the public 
may enjoy an essential service at less than 
its actual cost if the rest of the public foots ° 
the bill? Competition on these terms can 
doubtless undersell the private utilities in 
any area within reach of TVA. And com- 
petition on these terms will accordingly dis- 
courage private utility expansion—not only 
in the Southeast but in all parts of the coun- 
try; for the hundreds of thousands of small 
and large investors whose willingness to 
purchase utility securities alone makes pos- 
sible the expansion of that industry are 
likely to continue in these circumstances to 
believe that it is a foolish thing to invest 
their money in this way, since, at any mo- 
ment, the government may suddenly ap- 
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pear in other sections of the country in the 
role of a competitor. ; 

The alternative to a program of this kind 
is a cooperative undertaking on the part of 
public officials and the private utilities to 
work out a policy in the Southeast which 
will remove such abuses as now exist, in- 
sure maximum service at fair minimum 
costs, avoid useless duplication of facilities, 
leave open the door to public ownership in 
those localities which actually desire it, and 
safeguard “prudent” investment on the part 
of both public and private interests. Presi- 
dent Roosevelt once proposed “the codpera- 
tive pooling of power facilities within each 
region, including those of the Federal 
projects, the privately owned utilities and 
the municipal plants, through the joint use 
of the existing transmission-line networks 
under the control of the members of the 
pool.” This was a highly constructive plan 
when the President first offered it—during 
the campaign of 1936—and it is no less con- 
structive now merely because a Federal 
court has confirmed the power of the gov- 
ernment to proceed on a different tack if it 
so chooses. 

F course, President Roosevelt has 

had advice within his own power 
policy group to support the idea of nego- 
tiations for the public purchase of pri- 
vate utility facilities. Sometime ago, J. 
D. Ross, Federal Administrator for 
Bonneville dam, gave in part the follow- 
ing advice to local public officials in that 
area: 

If you decide to distribute your electricity 
direct through your city or district, please 
remember that two distributing systems cost 
twice as much as one. That is the simplest 
kind of arithmetic. You can bring down 
rates for power in the factory, the home, and 
the farm to a great degree by competition 
with the existing company, but when you 
have done that your rates are still twice as 
high as you could get them if you had the 
entire field. 


The city of Seattle, for example, has 
two systems, the City Light, of which 
Mr. Ross is head, and the Puget Sound 
Power & Light Company. Rates have 
been sharply reduced in that territory but 
he declared that they could be cut in two 
it the city bought out the private com- 
bany, as he hopes it will before long. At 
present, he said, there is a joint loss to 
city and company of $3,000,000 annually 
because of duplication and competition. 
This would suffice, if saved, to pay in 
twenty years the cost of purchasing the 
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private company. As The Wall Street 


Journal said in commenting on the above 


quotation : 


All, as Mr. Ross says, simple arithmetic 
—and the point of the whole business is that 
simple arithmetic should dominate the argu- 
ment. It has not done so. Moreover, even 
where it has had a say it has not always 
been correct arithmetic—at times very far 
from it. If all that were really wanted were 
cheap power for the domestic and farm 
user, there would be little difficulty in get- 
ting it from either public or private sources. 
Unfortunately the controversy has been so 
complicated by both passion and politics that 
it will not be an easy matter to reduce it to 
a matter of pure economics. Yet this must 
be done or everyone will suffer—and that is 
all there is about it. 


¢ 4 HE Richmond (Va.) News-Leader 


expects that Mr. Willkie will be at 
some disadvantage in dealing with the 
Federal government, but thinks it is 
worth trying. Said the News-Leader: 


He (Willkie) will not be able, of course, 
to offset the tremendous advantage that the 
administration always has in controversy 
with a private corporation, but he will not be 
without supporters. The average man rea- 
sons that if government took his investment 
in land and destroyed it by pouring water 
on it, the government would have to compen- 
sate him. That same average man will ask 
whether equity does not apply with equal 
force when government takes away another 
person’s investment in a utility plant by or- 
ganizing public competition a private in- 
dividual cannot meet. That may be a super- 
ficial argument, but it will be a tough one 
to refute. 


About the only important newspaper 
to come out definitely against the TVA- 
Commonwealth & Southern negotiations 
appeared to be the Philadelphia Record. 
Even so, the Record’s profession of al- 
legiance to the yardstick-plus-public 
ownership, rather than a sell out to pub- 
lic ownership is couched in rather 
strange words for the usually utility- 
baiting Record: 

We would hate to see the Federal govern- 
ment embark, as Mr. Willkie wants it to, 
on a Socialist experiment by taking over the 
Commonwealth & Southern companies. 

We believe in the “yardstick” as a means 
of correcting abuses, not as a means of sup- 
planting private enterprise. 

We think the whole value of the “yard- 
stick” lies in fair competition—no real com- 
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parison can be made unless the “yardstick” 
plant is run on the same basis as an hon- 
estly and efficiently operated private plant. 
A subsidized plant is not a “yardstick,” but 
a whip. 

No “yardstick” is necessary where private 
plants are, in fact, run honestly and efh- 
ciently, 


Nearly all of the daily editors, for that 
matter, have long since given up pro- 
fessed respect for the TVA “yardstick” 
as a “yardstick.” As the noted columnist, 
Miss Dorothy Thompson, put it: 


Even if there were no conception of the 
yardstick in the TVA, a publicly owned 
corporation is under as great obligations to 
amortize its debts, meet its interest, and pay 
its way as is a privately owned industry. The 
Soviet government has had some experience 
with government operation, and it has ceased 
commingling the profits and losses of its 
various trusts in a common budget deficit, 
or letting the prosperous vodka industry pay 
the debts of other less fortunate enterprises. 
It makes its separate industries each pay its 
own way not only in operating but in money 
costs. Or tries to. 

I have never believed that public and 
private power production cannot exist in the 
same country, having seen too many illus- 
trations of the opposite. But private indus- 
try certainly cannot survive if it must com- 
pete with public industry subsidized by the 
taxpayers, with an accounting system whol- 
ly different from its own. 


NUMBER of newspaper editors ap- 

peared to be shocked by Mr. Will- 
kie’s proposal. Thus the I/ndianapolis 
News, usually very critical of utility in- 
dustries, rubbed its eyes and stated: 


The proposal of Wendell L. Willkie, pres- 
ident of the Commonwealth & Southern 
Corporation, that the Federal government 
buy all the company’s utility operating com- 
panies in the Tennessee valley is sure to 
shock a good many people into a new exam- 
ination of Federal policy. If the government 
can force the owners of a public utility out 
of business, how far can it go? Is there any 
limit to the industries in which it may en- 
gage, using the taxpayers’ money to subsi- 
dize price cuts that put the private owner, 
even though, as in this case, his business is 
nce te by the government, out of busi- 
ness 


In a similar vein the Hartford (Conn.) 
Courant, which has usually been critical 
of the New Deal: 


The conflict between the private and the 
public utilities in the Tennessee valley area 


is of significance, not only to the i 
holders in the threatened private systems, 
but to the owners of utility securities every- 
where and to the taxpayer who contributes 
the generous subsidy that has enabled the 
TVA to sell power at much less than its real 
cost. If the administration can cut the throat 
of private enterprise in the Tennessee yal- 
ley, what is to keep it from giving the death 
blow to utilities in other gant of dn coun- 
try? Mr. Willkie’s companies are the pres- 
ent victims, but who will be the next? 


 Bipoingep on the recent TVA de- 
cision of the Federal district court 
in Chattanooga, the St. Louis Globe 
Democrat said in part: 


The importance of this TVA decision can- 
not be overlooked. If its rulings are sus- 
tained by the Supreme Court, unlimited vis- 
tas of “government in business” are opened. 
If the government can dominate the pro- 
duction and distribution of power in the 
Tennessee valley under the guise of making 
its rivers more navigable and bulwarking it 
against floods, what will halt its invasion of 
any utilities field it cares to enter? Plans 
have been long in the making for other 
TVA’s, in which private companies doubtless 
will be told that the government is a “law- 
ful” competitor, even if private business is 
“curtailed or destroyed.” The decision pro- 
vides another method of industrial domina- 
tion by Washington. 


The Republican newspapers, for the 
most part, simply pointed to the Willkie 
proposals and the negotiations which fol- 
lowed it as the inevitable result of a 
socialistic policy disguised by a “yard- 
stick camouflage.” The Kennebec 
Journal reaction was fairly typical: 


Regardless of the controversial points, 
however, here is a fair example of results to 
be expected from the President’s utility 
“yardsticks” and hostility to holding com- 

nies. Utilities stand ready to expend bil- 
ions on needed expansion and rehabilitation 
provided it can be done on a secure basis. 
This would indeed be “priming the pump” 
and at private expense. Badly as he needs 
such aid in overcoming his own depression, 
the President refuses and makes any com- 
promise more difficult. He pushes his rule 
or ruin policy in TVA territory and in his 
holding company statement promises to 
make conditions worse instead of better. 


ost interesting side light of the en- 
tire situation was the confusion 
among the power bloc in Congress. Rep- 
resentative Rankin (Miss.) was first in- 
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Washington Daily News 


“THE MODERN VERSION!” 


clined to believe that the Federal govern- 
ment might at least talk over Mr. Will- 
kie’s proposition. Senator Norris of 
Nebraska, however, was suspicious and 
skeptical because he feared it was a trap 
to defraud the government into paying 
exaggerated prices for private property 
(notwithstanding Mr. Willkie’s sugges- 
tion that the purchase prices be fixed by 
an impartial board of arbitration). TVA 
Power Director Lilienthal’s utterances 
have not seemed entirely consistent. 
Since the recent negotiations started he 
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has not said very much one way or 
another. 

Some thought that Mr. Willkie might 
only be bluffing ; others said that the of- 
fer had been made in a moment of exas- 
peration and was not to be considered too 
seriously. The Providence (R. I.) Jour- 
nal stated on this point: 

... it is not surprising that itici 
responsible for the peo Bs pty utili- 
ties are bewildered by such an offer as has 


come from one of the country’s larger pri- 
vate systems. They have been thinking too 
much and too steadily in terms of the politi- 
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cal possibilities of government tomfoolery 
in the utilities business to be able to assess 
quickly the economic significance of the pri- 
vate offer. But if they are finally able to 
think the matter through to an intelligent 
conclusion, they are likely to decide that a 
muck-raking political campaign against a 
far-flung and indispensable private industry 
is not good business either for the ultimate 
consumer or for the nation as a whole. 


B’ that as it may, The Washington 
Post succinctly stated the resulting 
effect as follows: 


Credit is due Wendell L. Willkie, presi- 
dent of the Commonwealth & Southern Cor- 
poration, for keeping the contest between the 
government and the private utilities con- 
stantly out in the open, where it belongs. His 
tactics focus attention upon the need of that 
well-defined, consistent power policy which 
is as completely lacking today as it was when 
the TVA was launched. 

The President’s alternately friendly and 
hostile gestures toward the private utility 


interests have lately added to the confusion 
and uncertainty preventing the utility indus. 
try from carrying out plans for new capital 
expansion. But what the President says im. 
pulsively, and subsequently retracts or modi- 
fies, is not nearly so important as the fact 
that, while he talks, a situation has developed 
calling for prompt and decisive action, It is 
this need for a declaration of intentions 
which Mr. Wilikie has forced home in his 
public utterances. 


And it is to be noted that after the first 
wave of uncertainty and bewilderment 
had passed, the administration found it 
expedient to participate in discussions 
with the private utility interests. Nothing 
tangible may come of these negotiations, 
but meanwhile the attention of the public 
is being focused on an important situa- 
tion, the gravity of which it has perhaps 
been inclined to underestimate. All this 
is to the good, regardless of tangible re- 
sults. 





Liberals Disagree over TVA-Utility Purchase 


I* this foregoing item, the reactions of 
individual newspaper editors to re- 
cent developments in the TVA situation 
are enumerated. A brief general averag- 
ing of such press reaction was subse- 
quently attempted in The United States 
News as follows: 


The offer of Wendell Willkie, president 
of the Commonwealth & Southern Corpora- 
tion, to sell its power companies in the Ten- 
nessee valley area to the government, is 
viewed by 72 per cent of commenting news- 
papers as a strategic move to force the ad- 
ministration to make plain its intentions re- 
garding the government competition with 
private producers in the power field. 

The minority, 28 per cent, view the offer as 
a bona fide effort to salvage something of 
the immense investment in the private power 
projects. These newspapers contend that the 
steps already taken by the government in the 
Tennessee valley area are such that no 
further explanation of its intention is needed, 
that the power companies, facing what they 
regard as confiscation, are seeking the best 
settlement possible. 

e editors, who regard the offer as a 
business gesture, argue that the power com- 
panies would be handicapped in such a sale; 
saying that competition with the TVA, which 
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has certain advantages over private enter- 
prise, has reduced the potential value of the 
private companies. 

Many editors regard the offer as a wise 
move; believe it will further a thorough in- 
vestigation of the TVA. 


A’ for the periodical editorials, by far 
the most interesting comment on 
the TVA situation was that of Oswald 
Garrison Villard, now writing as a 
featured contributor in the liberal maga- 
zine he edited for so many years, The 
Nation. In short, Mr. Villard sees in the 
present generally discontented condition 
of business affairs, particularly utility 
affairs, an excellent opportunity for 
socialism to make sweeping gains in the 
United States. To this end he approves 
Wendell L. Willkie’s proposal that 
the Federal government work out some 
plan to take over the property of the 
Commonwealth & Southern in the TVA 
area. Common honesty on the part of 
the government demands at least such 
treatment of the private utility interests, 
says Mr. Villard. He continued: 
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Personally I feel that the capital in the 
Commonwealth & Southern should not be 
ruthlessly destroyed; that the company 
should not be robbed of its city units and 
then have to junk the remainder of its 
properties ; that there should be decent and 
just consideration of the 200,000 innocent in- 
vestors whose money is in the enterprise. 
That does not mean that I wish the gov- 
ernment to pay for watered stock and unfair 
write-ups. Of course not. It is quite prob- 
able that the stockholders will lose some of 
their investment if there is watered stock; 
they will have to pay then, as so many others 
have paid before them, for the misdeeds or 
the errors of judgment of the company man- 
agers to whom they intrusted their money. 
But it is surely vital that in dealing with 
the Commonwealth & Southern the govern- 
ment should set a standard of absolute prob- 
ity and justice, whatever sins may be laid 
at Mr. Willkie’s door, if only because this 
purchase of the Commonwealth & Southern 
system will be the forerunner of many simi- 
lar acquisitions by the government. 


M* Villard also finds a similar op- 
portunity for public ownership to 
gain a foothold in the hard-coal industry 
as the result of the recent demand by 
Governor Earle of Pennsylvania that the 
Federal government acquire the hard 
coal industry in his state. Paradoxically, 
according to this view, the power indus- 
try would be chased into public owner- 
ship because it has made too much 
money, while the hard-coal industry 
would fall into it by default, so to speak, 
because private management cannot 
make any money out of it. No matter 
which way you figure it, the answer al- 
ways seems to be public ownership with 
Mr. Villard. He says (of Governor 
Earle’s proposal) : 
_This, too, is an event of extraordinary 
significance. Together, they prove the break- 
down of the attempted regulation of the coal 
industry and of the electric utilities. All 
during my editorship of The Nation, from 
1918 to 1934, I held that economic evolution 
and the impending collapse of the basic in- 
dustries under private ownership and un- 
limited competition must inevitably result in 
government ownership. The situation of the 
coal industry of Pennsylvania is no different 
from that of West Virginia, Colorado, and 
other states. For years labor has been under- 
paid and penalized by long periods of no 
work, while at the same time investors have 
not been able to get a fair return on their 
investment. Conditions have been chaotic ; 
even the attempted regulation under Federal 


control offered little hope of improvement. 
So it has been absolutely certain that the 
day would come when concerned would 
ask the government to take over. 


And, of course, there are the railroads 
which, Mr. Villard says, “are within 
sight of the same decision.” Higher 
freight rates won’t help the railroads— 
would merely drive more business away 
while equipment deteriorates. He con- 
cluded : 


The answer is the purchase by the gov- 
ernment of all the lines, with the resultant 
tremendous savings due to consolidations, 
joint terminals, and purchases, the ending 
of needless competition. The government 
should not operate the roads directly through 
a Washington bureau; there should be a 
single operating company, as in the case of 
the government’s Mississippi Barge Com- 
pany, directed by a board comprising repre- 
sentatives of the government, the aman 
public, the shippers, and the employees. 
Finally, I would point out that the oil in- 
dustry is now so completely regulated by 
state and Federal authorities that the next 
step there will be government ownership. It 
is badly needed to conserve this precious na- 
tional resource, now somewhat controlled 
and regulated by the states and the Federal 
government. 


r is significant that the editorial 
opinion of the very periodical in 
which Mr. Villard writes was not in ac- 
cord. Concerning the Willkie sugges- 
tion, The Nation says: 


Our opinion of that attitude is in no de- 
gree changed by Mr. Willkie’s subsequent 
offer to sell the utility system to the gov- 
ernment. We disagree with Mr. Villard’s 
opinion of this offer, stated on his page in 
this issue. Mr. Lilienthal’s answer to Mr. 
Willkie, which had the President’s support, 
is hard-headed and fair. To buy the sys- 
tem as a whole would be a clear way to 
saddle on the public the burden of the vari- 
ous write-ups in value that have occurred 
in the colorful history of the companies. 
Mr. Willkie’s suggestion about procedure 
(incidentally it is difficult to think of the 
Supreme Court appointing a member of the 
commission) does not change the basis of 
negotiations. The only valid basis can be 
the physical and operating value of the com- 
panies. Moreover, there is no reason for 
contemplating Federal ownership of the 
utilities now. There may have been twenty 
years ago, but since then the TVA and the 
movement for municipal power plants have 
indicated a better method. That is the yard- 
stick and the acquisition by municipalities of 
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particular power plants where duplication 
is threatened. 


Other liberal periodicals did not seem 


very excited about the unprecedented op- 
portunities discerned by Mr. Villard for 
advancing public ownership on a wide 
scale in this country just at, this time. 
The New Republic commented favor- 
ably on the recent TVA victory in the 
Federal court at Chattanooga and let it 
go at that. The editorial concluded: 
No state, it is observed, sought to enter 
into the action. The case will appealed 
by the utilities to the United States Supreme 
Court, but there is every reason to believe 
that the present decision will be sustained. 
If it is, the door will be open for the first 
time for conservation of natural resources 
and for production of governmental hydro- 
electric power on a nationwide scale. 


HE most radical, perhaps, of all the 
more widely read periodicals is the 
New Masses. This avowed Communist 
organ was too busy with class angles and 
debates over its own intra-radical feud 


between the Stalinists and Trotskyists, 
to pay the slightest bit of attention to 
either what the Federal court said a 
Chattanooga or what Mr. Willkie said at 
Washington. 

So that if it is true, as Mr. Villard 
seems to think, that American utility in- 
dustries are ripe on the vine, all ready to 
drop into the lap of social control, Mr. 
Villard ought to go over and shake the 
editors of New Masses and tell them to 
stop fussing with their woodcuts and 
poetry of social significance, and lend a 
big hand in applauding the millennium. 
But maybe the New Masses editors are 
more realistic after all. Maybe the mil- 
lennium isn’t as near as Mr. Villard 
thinks, or hopes it is. 

—F, X. W. 


Tue Urttities’ Proposats. Editorial. The 
United States News. January 29, 1938. 


EpitortaL. The Nation. January 29, 1938. Os- 
wald Garrison Villard writing in the same 
issue. 
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The author believes that the great difficul- 
ties that have been experienced by public 
utilities commissions in regulating utility 
rates have to a considerable extent been due 
to the large fluctuations in prices throughout 
the greater part of the period in which the 
policy of administrative rate making by com- 
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missions has been in effect. He thinks that 
even the instability of prices would not have 
prevented effective regulation of utility rates 
if a satisfactory rate-making method had 
been available. 


SHUTDOWN ON THE HitL: WHat A Powsr 
DrouGHt MEANS IN MontTANA. By Kinsey 
Howard. Survey Graphic. October, 1937. 

An interesting discussion of drought and 
power shortage in Montana from an anti- 
utility viewpoint showing how CIO copper 
mine unionists and other labor elements are 
leading the agitation for additional power 
development at the Army navigation 
at Fort Peck. The “East” is accused of 
exploiting and dooming such communities 
as Great Falls, Mont., and, according to 
the author, should make restitution through 
contributions for local public works to re- 
habilitate native resources. 


THE CASE AGAINST GOVERNMENT OWNERSHIP. 
Debate Manual. Edited by Robert C. Clen- 
inson. Published by Harvey jj Gonden, 35 
East Wacker Drive, Chicago, III. 

Tue Pustic AutHority: SoME LEGAL AND 
Practica, Aspects. By Peter R. Nehem- 
pe Jr. The Yale Law Journal. November, 
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Dr. Morgan Defends Position 


HAIRMAN Arthur E. Morgan of the Ten- 
C nessee Valley Authority in a letter dated 
February 9th and addressed to thirteen Sena- 
ators and twenty-two Representatives, vigor- 
ously denied that his policy for public acquisi- 
tion of power systems “is a surrender of the 
public interest and is unduly favorable to the 
utilities.” 

The letter, which came to light on February 
16th, approves almost wholly power-acquisi- 
tion principles laid down by J. D. Ross, Bon- 
neville power project administrator and 
former member of the Securities and Ex- 
change Commission, in a letter to a Knox- 
ville citizen, John B. Neal, of January 29th. 

Chairman Morgan stated that “in its funda- 
mental spirit, Mr. Ross’ proposals are strik- 
ingly at variance with the policy now in opera- 
tion in the TVA.” He declared that this 
“sound policy,” advanced by Ross, whom “no 
one can accuse of being subservient to the 
utilities,” is “substantially identical” with his 
own policy, “a policy which was then and is 
now opposed by the TVA director who, in- 
variably supported by the third member of the 
board, dictated the power policy.” 

Senator Norris, father of the TVA, said the 
“letters do not tend or help to settle the con- 
troversy.” 


Bonneville Cost Announced 


T= Federal Power Commission on Feb- 
ruary 9th announced that the ultimate cost 
of Bonneville, with ten units, will be $74,144,- 
600. Of this, $42,181,000 will be charged to 
power and must be repaid by the consumers in 
forty years at 34 per cent. The remaining $32,- 
000,000 will be the write-off for navigation and 
other facilities. 

The budget proposed $3,500,000 for trans- 
mission lines, this item to be in the Interior 
Department bill, and $4,000,000 for two addi- 
tional units, to be in the War Department bill. 

The budget also calls for a double trans- 
mission line from Bonneville to Vancouver 
built on steel towers ; a line on wooden towers 
to Portland from Vancouver; a line on wood 
to The Dalles, and another line on wood sup- 
Port to Condit, Washington. The plan is to 
use existing facilities of the Portland Electric 
Power Company and the Northwestern Elec- 
tric Company if satisfactory arrangements can 
be made with these private utilities. 
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The FPC in its statement placed the cost of 
Bonneville as of next June at $52,188,800, and 
of this charged $11,682,400 to power. Of this 
latter figure, however, only $9,180,000 was ex- 
clusively for power and $2,501,900 was for 
joint facilities. The commission said that 
ultimately 57 per cent of the total cost of 
Bonneville would be allocated to power de- 
velopment. 

Philip H. Gadsden, chairman of the Com- 
mittee of Utility Executives, commenting on 
the FPC’s allocation of costs of the Bonne- 
ville dam, said the commission was to be com- 
mended for the promptness with which it had 
determined the costs of the project. However, 
he said the commission’s allocation was sharp- 
ly at variance with the report submitted to 
the House Rivers and Harbors Committee by 
General E. M. Markham last March 9th. The 
War Department, which built the dam, allo- 
cated $50,579,000 of the ultimate cost to power, 
while the commission has charged power with 
but $42,181,000. 


TVA “Sell-Out” Charged 


EPRESENTATIVE Maury Maverick, Democrat 
R of Texas, recently charged that the Ten- 
nessee Valley Authority was “contracting 
away” the greater part of its power in “direct 
violation of the context and purpose of the 
act.” 

Maverick, author of two resolutions for in- 
vestigation of TVA, urged consideration of a 
third resolution, demanding a thoroughgoing 
investigation of monopoly, “including the pre- 
meditated attempt of private monopoly to 
hamstring the President’s power program.” 
He attacked the TVA’s policy of long-term 
contracts, and severely criticized the agency’s 
directors. Maverick said: 

“What astonishes and deeply troubles me is 
that according to the TVA report, out of an 
installed generating capacity of 350,000 kilo- 
watts—Wilson, Wheeler. and Norris dam— 
TVA has contracted away for long terms of 
from ten to twenty years approximately 287,- 
350 kilowatts to some of the greatest and most 
notorious industrial monopolies in this coun- 
try, or a little over 82 per cent of the installed 
generating capacity of these dams. 

“When this power is contracted away to 
price-fixing industrial monopolies, the domes- 
tic consumer cannot get any benefit from the 
power at all. It appears to be a case where the 
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good old dog, TVA, owned by the public, is 
getting a terrific wagging from these industrial 
corporations.” 


Asks Government Ownership 


Cert ownership of the country’s 
land-line telegraph system was proposed, 
in a resolution recently adopted by,the Ameri- 
can Radio Telegraphists Association, in the 
event a merger between the Western Union 
Telegraph Company and Postal Telegraph- 
Cable Corporation does not include suitable 
wage scales, seniority rights, and all rights and 
privileges of collective bargaining. 

Included in the CIO unit’s demands was a 
30-hour gross work week, without reduction 
in pay. This provision would allow the merged 
company to employ all the workers presently 
employed by the two companies, it was said. 


Power Export Bill 


L ipgerey to export electric power from Can- 
ada would require a private act of Par- 
liament if a bill introduced in the House of 
Commons on February 11th by Prime Minister 
Mackenzie King becomes law. To obtain such 
an act of Parliament would require approval 
of the government of the province in which 
the electricity was generated and the govern- 
ment of the province from which it was to be 
exported. 

The measure, involving amendments to the 
Electricity and Fluid Exportation Act, does 
not contemplate any interference with power 
export licenses now in existence. 

A similar measure was introduced in the 
Commons in 1929 by H. A. Stewart and passed 
without debate but failed to get through the 
Senate. Prime Minister King’s bill was ex- 


pected to pass with little opposition, leaving 
any debate that may arise on the export policy 
for whatever private bill is proposed later to 
cover existing applications for license. 

The government already has before it a 
formal application from the Ontario govern- 
ment for license to export surplus power of 
the Ontario Hydro-Electric Power Commis- 
sion. The application was brought forward by 
Premier Hepburn last fall and was the occa- 
sion for outspoken exchanges between him and 
Prime Minister King when it was refused, At 
that time the government took the stand no 
further licenses should be granted by the Goy- 
ernor-in-Council until an expression of opin- 
ion on this procedure had been obtained from 
the House. 


Montreal Seeks Power Right 


~ Montreal city council recently decided 
to ask the Quebec legislature for per- 
mission to take over distribution of electricity 
in Montreal, by renting or expropriating the 
distributing system of Montreal Light, Heat 
and Power Consolidated. 

Beating into shape a bill asking permission 
to make changes in the city charter, the council 
decided to take advantage of the act for mu- 
nicipalization of electricity as passed at the 
last session of the legislature by the Union Na- 
tionale Government of Premier Maurice Du- 
plessis. The legislation empowers municipali- 
ties to municipalize power production or dis- 
tribution systems under the Quebec Electrical 
Commission. 

The government commission has authority 
to supervise expropriation proceedings, fixing 
the compensation and rate schedules, based on 
costs of operation and value of capital in- 
vested. 


a 
Alabama 


Electric Customers Save 


eg mone customers of the Birmingham 
Electric Company will save more than 
$100,000 a year under the half a cent reduc- 
tion in rates that became effective on Febru- 
ary 5th. The reduction, fourth since the ob- 
jective rate plan was put into effect April 1, 
1935, brought the total reduction in less than 
three years to 2 cents. The top rate April 1, 
1935, was 6.5 cents a kilowatt hour, while 


under the new schedule the rate is 4.5 cents. 

It was estimated that the ultimate rate, 3.5 
cents a kilowatt hour, would be reached next 
fall at which time the total reduction from the 
top rate would be 40 per cent. 

Chief Engineer L. F. McDonnell, of the 
state public service commission, said that when 
the objective rate becomes effective next fall, 
the room basis for calculating customers’ bills 
will be abolished entirely and the rate will be 
greatly simplified. 


Arizona 


Public Ownership Urged 


ESOLUTIONS from Labor’s Non-Partisan 
League of Maricopa county and from the 
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Greater Phoenix Public Ownership League 
urging the city commission to — the ques- 
tion of public ownership of lights and gas be- 
fore the people at the coming municipal elec- 
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tion were presented recently to the Phoenix 
city commission by Lemuel P. Mathews, sec- 
retary to Labor’s Non-Partisan League. 

C. G. Sullivan, city commissioner, declared 
he was not in favor of submitting such an 
important issue to the voters at a general 
municipal political election. Commissioner 
Sullivan said : 

“T think that such an important issue should 
be settled at a special election at which it could 
be free from political complications. In fair- 
ness to the people I don’t think a question of 


such magnitude should be placed on the ballot 
at a political election.” 

The resolutions set forth, among other 
things, that the present city tax levy against 
the power company in Phoenix appears to be 
entirely out of all proportion to the city tax 
levies made against other businesses, stating : 

“The tax load of the people in Phoenix has 
become so heavy and burdensome that in our 
opinion the only relief now possible or that 
can be expected is public ownership of light 
and gas.” 


Arkansas 


Phone Ordinance Set Aside 


HE state supreme court on January 31st 
T ofirmed a Pulaski circuit court refusal of 
a petition of the city of Fort Smith to quash 
an order of the state utilities commission set- 
ting aside an ordinance passed by the Fort 
Smith city commission on June 23, 1936, mak- 
ing it unlawful for the Southwestern Bell 
Telephone Company to require certain cus- 
tomers to install pay telephones. 

Upon the contention of Fort Smith mer- 
chants that permitting the free use of their 
telephone attracted customers, the commission 
of that city passed an ordinance making it a 


misdemeanor to install coin telephones in busi- 
ness houses, 

The telephone company appealed to the state 
utilities commission which held the ordinance 
void on the grounds it would cause an increase 
in rates to residential customers because of the 
burden placed on the company to handle the 
large number of calls from business houses 
without additional remuneration. 

Circuit Judge R. M. Mann denied the city’s 
petition for a writ to quash the commission’s 
order and the city took its fight to the state 
supreme court. The city contended the utili- 
ties commission’s order was judicial. This was 
denied by the commission. 


California 


Gas Rate Cut 


U= of natural gas in northern California 
will save $2,000,000 a year, or 9 per cent 
of their monthly bills, through a reduction in 
the rates by the Pacific Gas and Electric Com- 
pany and the San Joaquin Light and Power 
Company announced on February 7th by the 
state railroad commission. 

The reductions were the result of an in- 
vestigation instituted over six months ago by 
the state commission, it was announced. The 
savings will apply largely to the two compa- 
nies’ 500,000 relatively small users—house- 
holders, small cafe operators, and the like— 
throughout northern California and will apply 
only partially to industrial users. 

The reductions will be applied to all bills 
submitted after April 1st by the company, and 
all consumers whose meters are read after that 


date will receive the savings for the previous 
thirty days. 

According to Wallace L. Ware, president 
of the commission, the commission experts’ 
studies produced many interesting figures. For 
instance, he said, the amount of the reduction 
was arrived at in spite of the fact that taxes 
of the company increased in 1937 over 1936 by 
nearly $1,000,000, or 32 per cent. Had not this 
tax increase occurred the additional million in 
savings might have been passed on to the con- 
sumers, Ware said. This tax increase came 
from increased demands by Federal, state, 
county, and city governments, he said. | 

The commission regarded the rate adjust- 
ment as entirely just and fair, although the 
company, while agreeing to the commission's 
conclusions, was said to feel that the reduc- 
tion was larger than justified in view of exist- 
ing economic conditions. 


Connecticut 


Moves for Rural Power 


U S. Representative Fitzgerald of Norwich 
eon February 7th initiated a movement 


to extend the rural electrification program into 
Connecticut. 

Many months ago, it was said, the Federal 
Rural Electrification Administration ear- 


307 MAR. 3, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


marked funds for Connecticut. None of the 
money, however, has been claimed. It was 
said to be the general understanding that 
opposition by utility companies had kept the 
program out of the state. 

Representative Fitzgerald addressed letters 
to county agents of Middlesex, Windham, Tol- 
land, and New London counties, declaring it 
was their duty to get rural electrification proj- 
ects under way. At the same time, he wrote 
that if they “do not care to undertake this 
responsibility,” to advise him so that he per- 
sonally could undertake the necessary pre- 
liminary arrangements. 

Mr. Fitzgerald explained it was necessary 
for farmers to form a codperative agency to 
which the REA would lend money for trans- 
mission line extensions. He said he was de- 
sirous of having an REA spokesman disclose 
details of the program to farmers of his dis- 
trict and that he felt the county agents should 
arrange such meetings. The REA, he reported, 


had pledged full codperation. In his letter to 
the county agents, the a said an 
REA surv d revealed the fo! per- 
centage of farms needng and desiring i 
service: Windham county, 74 per cent; Tol- 
land county, 90 per cent; New London county, 


83 6) cent. 
. I. Rudd, chief engineer of the state 

lic utilities commission, commenting on Con- 
gressman Fitzgerald’s letters to farm bureay 
agents in his district, said exclusive rights 
granted by the state general assembly to pri- 
vate utility companies to build power lines and 
sell electric current in nearly every town in the 
state made it next to impossible for codper- 
ative organizations of farmers to build trans- 
mission lines. Only the chartered electric com- 
panies, according to Mr. Rudd, are allowed by 
law to build power lines along the highways. 
Coéperative organizations could build them 
only by sticking entirely to private property, 
he said. 


Florida 


Rate Probe Ordered 


NQuIRy into “discriminatory” rates charged 
by the Florida Power & Light Company to 
certain “preferred” customers was voted by the 
Miami city commission last month on motion 
of Commissioner John W. DuBose, one of 
three city commissioners recently indicted on 
charges of attempted bribery in connection 
with the electric rate case. 

At the insistence, however, of Commissioner 
R. C. Gardner, the city manager will make the 
investigation and not Thomas E. Grady, $28,- 
000-a-year rate and traffic consultant, who was 


indicted with DuBose, Mayor Robert R. Wil- 
liams, and Commissioner Ralph B. Ferguson. 

The DuBose resolution pointed out that it 
had been brought to the attention of the com- 
mission that the power company had been 
guilty of charging discriminatory rates, adding 
the power company sought to curry the good 
will of other customers to whom it would be 
advantageous to grant special consideration. 
DuBose, in a prepared statement, said: 

“If certain large customers are receiving 
special rates, it means the revenue of the power 
company is thereby reduced and this revenue 
must be made up from the small customers.” 


Georgia 


Changes Policy 


HAIRMAN Walter R. McDonald, of the 

state public service commission, last 
month announced the commission had adopted 
a policy of obtaining rate reductions through 
conferences with utility officials rather than 
through “expensive hearings resulting from 
rule nisi to compel rate reductions.” Chairman 
McDonald stated : 


“On the basis of past experience we have 
found that we achieve quicker results through 
conferences at which the utilities make volun- 
tary rate revisions than through issuance of 
rule nisi, conducting prolonged hearings, and 
having possible court action to compel com- ° 
pliance with commission orders.” 

The latest conference scheduled by the com- 
mission was said to be with the Georgia Power 
and Light Company. 


Indiana 


Bangs Opens New Battle 


ayor C. W. H. Bangs, of Huntington, re- 
newed his utility fight on February 9th. 
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He ended a city council deadlock by voting for 
a contract with a Kansas City engineering Gre 
to continue a survey it had started to deter- 
mine whether the city’s municipal electric plant 
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may be enlarged so it can provide steam for 
the city and compete with the Northern 
Indiana Power Company. ; 

Last year the Northern Indiana Power, 
after a 2-year legal battle, obtained an injunc- 
tion which forced Bangs to discontinue electric 
service to 800 patrons of the city’s utility. 
The municipal plant at present is supplying 
electricity for street lights only. 

Mayor Bangs insists the city cannot afford 
to condemn and buy the utility company’s 
property in Huntington. 

With one council member absent, the vote 
on authorizing the survey stood at 3 to 3. The 
mayor exercised his right to cast the deciding 
ballot. The survey will cost approximately 
$4,500, it was estimated. The preliminary sur- 
vey cost $1,450. : > 

Mayor Bangs’ previous fight resulted in the 
discharge of several city officials and em- 
ployees, arrest of councilmen whose absence 
from council meetings interfered with the 
municipal utility expansion program, and im- 
peachment proceedings against the mayor. 


Fights Tax Ruling 


HE state attorney general’s office on 

February 8th filed exception to the 
decision of Harry H. Hilgemann, Allen circuit 
judge, holding unconstitutional an act of the 
1933 general assembly under which counties 
sought to tax municipally owned utilities. 

The state supreme court previously had up- 
held the act in a case involving the city of 
South Bend. Judge Hilgemann said, however, 
that points involved in the Ft. Wayne action 
were not passed on by the state’s highest tri- 
bunal. 

The ruling was made in a suit filed by the 
city of Ft. Wayne seeking to enjoin Allen 
County Treasurer Clifford H. Borgman 
permanently from collection of ago 4 
utility taxes from the city during 1934, 1935, 
and 1936. 

The city and the Indiana Municipal League 
contended imposition of taxes on city-owned 
utilities was unconstitutional because the taxes 
were “discriminating and not uniform.” 


lowa 


Temporary Writ Issued 


j= Frank D. Kelsey last month issued a 
temporary writ of injunction restraining 
the city of Maquoketa from proceeding with 
its $91,000 municipal power plant enlargement 
with government REA financing. The Iowa 
Electric Company of Cedar Rapids and two 
taxpayers are plaintiffs. 


Contracts for the work recently were let 
after the Federal REA approved the bids and 
specifications. The project would provide 
energy for the Maquoketa Valley Rural Elec- 
tric Codperative in Jones and Jackson counties. 
The plaintiffs charge the specifications to bid- 
ders were not set up properly and that the 
— had delegated too much power to the 

A, 


* 
Kentucky 


ginia Power Company started on May 25, 1937, 


Rate Cut Ordered 


Tz state public service commission on 
February 2nd issued a temporary order 
for the Kentucky and West Virginia Power 
Company to reduce it rates by at least $100,000 
during the next year. The company operates 
in eastern Kentucky. 

The reduction would become effective after 
the beginning of the first billing period subse- 
quent to February 28th. The company was to 
be permitted to suggest the form of the re- 
vised rates for electricity, subject to approval 
of the state commission. At least $25,000 of the 
reduction must be made in residential tariffs, 
it was said. 

The commission further ordered the utility 
to file within thirty days the schedule of rate 
reductions at the office of the public service 
Commission in Frankfort. Public Service 
Commissioner James W. Cammack, Jr., said 

Case against the Kentucky and West Vir- 


when the utility was cited to appear before the 
commission to show the reasonableness and 
fairness of its rates. 

Early in 1937, the commission staff made a 
survey of the operating results of this com- 
pany and all other utilities operating in Ken- 
tucky. From this survey, Cammack said, the 
commission decided the company’s earnings 
during 1936 were excessive. 


Antitrust Suit Ordered 


A= involving “millions of dollars,” was 
ordered filed at Lexington on ebrunty 
7th by Federal Judge H. Church Ford. Judge 
Ford ordered the trustee of the Inland Gas 
Corporation and the Kentucky Fuel Gas Cor- 
poration, to file suit against the Columbia Gas 
and Electric Corporation for treble damages 
as the result of alleged violation of the Fed- 
eral antitrust laws by the Columbia Corpora- 
tion. 
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Michigan 


Fights Rate Inquiry 


a of the existing agreement between 
the Detroit City Gas Company and the 
city of Detroit, incorporated in the Detroit 
plan, the state public utilities commission has 
no right to take jurisdiction over the gas com- 
pany’s rates, attorneys for the company con- 
tended in a brief filed last month with the 
commission. 

The brief set up the company’s position in 
connection with the petition filed several 
months ago by Prosecutor McCrea, asking the 
commission to investigate the gas company’s 
rates and the conditions pertaining to the sup- 


plying of natural gas from Texas and Kansas 

At the hearing on this petition, the gas com. 
pany was said to have taken the position that 
it would neither oppose nor concede the com- 
mission’s jurisdiction. In the brief, however 
the company declared that under §4 of Aq 
419 of the Public Acts of 1919, the commission 
is denied the right to change any rates fixed 
or regulated by any franchise or agreement 
granted or made by any city. 

The Detroit plan, the brief stated, not only 
contains regulatory provisions but definitely 
prescribes the manner in which a formal 
schedule of rates should become effective. |t 
therefore constitutes a rate-fixing agreement, 


Sd 
New York 


Must Cut Power Rates 


HE state public service commission on 

February 10th ordered a temporary re- 
duction of $300,000 in the electric rates of the 
Central New York Power Corporation 
throughout the territory served by the Syra- 
cuse Lighting Company, effective March Ist. 
The reduction will affect mainly industrial and 
commercial consumers in Syracuse and Cort- 


land, and in many smaller communities adja- 
cent to these cities. 

At the same time with the order reducing 
electric rates, the commission, in a memo- 
randum by Commissioner Neal Brewster of 
Syracuse, denied the Central New York 
Power Corporation’s request for a temporary 
increase in gas rates on the ground that the 
evidence in the case thus far does not warrant 
such an increase. 


. 
North Carolina 


Rate Plea Denied 


PETITION of the North Carolina Merchants 
Association for rate reductions by the 
Duke Power Company was denied last month 
by the state utilities commission. The associ- 
ation has been trying for almost two years to 
get commercial lighting charges as low as 
those for residential consumers. The petition 
charged “excessive” and “discriminatory” 
commercial lighting rates for customers. 

The commission found, Utilities Commis- 
sioner Stanley Winborne said, “the schedule 
now in effect does not unlawfully discriminate 
against commercial lighting customers.” The 
commissioner said the merchants’ association 
based its case on the contention the cost of 
supplying current for commercial users was 
the same as for residential customers. Only 
rates for power used in commercial lighting 
were involved, The order stated: 

“Neither the petitioner nor the respondent 
has furnished the commission any data which 
show the actual cost differential between the 
two types of service, and the respondent’s wit- 
ness states that such a cost analysis would be 
of little value since it would be based, in part 
at least, upon assumption.” 
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Court Rehearing Requested 


TS city of High Point, according to City 
Manager E. M. Knox, will petition the 
state supreme court for a rehearing in the case 
wherein the Duke Power Company won an 
injunction restraining the construction of a 
proposed $5,500,000 hydroelectric power plant 
and municipal distribution system. 

The state supreme court recently ruled that 
J. P. Williamson and the Duke Power Com- 
pany, intervening plaintiff, were entitled to an 
injunction because the “undertaking goes far 
beyond the powers conferred by the 
Act of 1935” on which the project was based. 

High Point proposed to build a plant on the 
Yadkin river at Styers’ dam site and extend 
transmission and distribution lines through 
Guilford, Forsyth, and Davidson counties. 


REA Case Dismissed 


Ts state supreme court on February 2nd 
dismissed the Johnston county rural elec- 
trification case, which went up to the su 

court on an appeal from a decision of Judge 
Henry A. Grady, who dismissed an action 
brought by D. T. Bailey and others in an at- 
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tempt to nullify a previous order in settling a 
controversy between the Johnston County 
Electric Membership Corporation and Caro- 
lina Power and Light Company. 

The court upheld Judge Grady’s ruling 
denying an injunction to Bailey and others to 
prevent the directors of the Johnston County 
Electric Membership Corporation from enter- 
ing into an agreement with the Carolina Power 
and Light Company to construct rural power 
lines in Johnston county. Bailey and others 
sought to nullify the agreement, which came 
after the power company and the electric mem- 
bership group had disputed over construction 


of the 


rural codperative power lines. 

In the past, the Johnston group bound itself 
“not to construct or operate any rural electric 
lines or other facilities” duplicating those of 
the power concern. The electric membership 
corporation under the agreement was to re- 
ceive a sum not exceeding $15,000 for expenses 
eee in its move to construct the power 
ines. 

Associate Justice George W. Connor based 
his decision on the fact that neither of the 
plaintiffs, at the time the action was begun, 
was a member of the electric membership 
group. 


Oklahoma 


Grand River Upheld 


Gag tora me of the Grand River Dam 
Authority in 14 northeastern Oklahoma 
counties was upheld by the state supreme court 
recently in a 7 to 2 decision. The opinion, it 
was said, cleared the way for construction of 
the $20,000,000 dam at Pensacola and the reser- 
voir with funds furnished by the Federal 
government. 

The appellate court held the law creating 
the authority and authorizing issuance of not 
to exceed $15,000,000 in bonds does not violate 
the $400,000 debt limitation of the constitution 
in that it is a special fund. Further, it held 
the act was not special or local, but general in 
its nature and therefore valid. 

Mac Q. Williamson, attorney general, who 


appeared in the case in support of the law, 
explained : 

“The Federal government's policy is against 
spending money until the law authorizing such 
an authority is established and construed. 
Allowing for the fifteen days for a petition 
for rehearing, the way is cleared for actual 
construction to start.” 

Suit to test validity of the authority was 
brought by William Sheldon, farmer living 
near Grove, who has land that will be in the 
water basin and other land that will be on the 
watershed. Validity of the act was upheld in 
Craig county and the recent decision affirmed 
the district court of Craig county. 

The project will be financed by a Federal 
grant and loan. The loan will be secured by 
bonds repayable through sale of electricity. 


Pennsylvania 


Tax Law Attacked 


ONSTITUTIONALITY of the 1935 franchise 

tax law was argued in the Dauphin county 
court last month, with the state standing to 
lose $20,000,000 if the act is thrown out. 

The case is of vital importance, according 
to tax experts, because an adverse decision 
virtually would smash the commonwealth’s 
budget and would make a special session of 
the legislature almost imperative. 

_ Attacking the act was the Columbia Gas & 
Electric Company, a large holding company 
which controls 50 subsidiaries furnishing gas 
and electric service in sections of Pennsyl- 
vania, Ohio, and West Virginia. A Delaware 
corporation, the company is appealing an 
assessment of $192,193 on its capital stock for 
ten months of 1935. Prior to that year, capital 
stock of the corporation was exempt because 
it was held outside the state, with the result 
that only about $1,200 was assessed on the 
Pennsylvania holdings. The new law imposes 
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a tax of 5 mills on out-of-state corporations, 

on a schedule designated to make them carry 

: burden commensurate with Pennsylvania 
rms. 

George Ross Hull, attorney for the company, 
argued the franchise tax is unconstitutional 
because it is confiscatory in that it imposes an 
added burden on foreign corporations, and 
discriminatory because it favors domestic 
firms. 


Utilities Pay Probe Fees 


F® the first time in Pennsylvania, public 
utilities under investigation recently reim- 
bursed the state public utility commission for 
the services and traveling expenses of the com- 
pe employees engaged in investigation 
work, 

Nineteen companies have received state- 
ments covering expenses totaling $75,753.54 
and two of them had sent checks to the com- 
mission. They were the Beaver Valley Water 
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Congnep, of Beaver, which paid $74.95, and 
the Sullivan and Muncy Creek Telephone 
Company, Hughesville, which paid $16 to the 
commission. 


The statement for the largest sum ovwj 
the commission, under the provisions of the 
utility law, was sent to the Pennsylvania Power 
and Light Company. It was for $36,252. 


Rhode Island 


Rate Probe 


are of rates charged by the New- 
port Electric Corporation was sought in a 
resolution introduced in the state house last 
month by Representative Joseph R. Libby, of 
Newport. 

The resolution requested the state division 
of public utilities to make the investigation. 


Frederick A. Young, former chief of the 
division of public utilities, is making a state. 
wide survey of all electric power companies in 
accordance with a $225,000 appropriation by 
the state general assembly in December, 1936, 
This study is to be completed by October Ist 
and is expected to result in a comprehensive 
report on financial structure and rate charges 
of all companies. 


Texas 


Gas Case Remanded 


HE Fort Worth gas rate case, brought by 

the state attorney general to force com- 
pliance by the Lone Star Gas Company of an 
order by the railroad commission lowering 
charges, on February 8th was remanded by 
Federal District Judge Robert J. McMillan to 
state court for trial. 

Attorney General William McCraw broke 
precedent in the method employed to bring the 
case to trial. He filed a petitior in behalf of 
the commission to enforce its order. In prior 
gas rate litigation the state has awaited insti- 
tution of injunction proceedings by the com- 


pany. 

Judge McMillan’s order remanding the case 
to state court for trial after the company had 
removed it from the state to the Federal court 
was final, the attorney general’s department 
said, and the company was allowed no appeal 
from the order. 

Validity of an order reducing Fort Worth 
burner-tip rates retroactive to August 7, 1935, 
was involved in the litigation. The city ordi- 
nance ordering a reduction was adopted 
August 7, 1935, while on August 24, 1937, the 
commission order setting a rate lower than 
charged by the company but higher than that 
sought by the city was entered. The reduction 
was calculated at about $350,000 a year and 
the retroactive refunds at $700,000. 


Commission to Help 


¢ & HE state railroad commission on February 
2nd entered an order declaring its au- 
thority to exercise original jurisdiction in fix- 
ing gas rates in incorporated cities and towns 
in Texas, but only when requested by the 
town governing body. Commission Chairman 
C. V. Terrell said: 

“The excessive cost of a rate case has kept 
most cities and towns of less than 12,000 popu- 
lation from attempting to fix gas rates. The 
action of the commission will have the result 
of making available to any city or town in the 
state the services of the commission's gas 
utilities division, which is recognized as being 
as efficient as can be found in any state having 
regulation of utilities. ... 

“Under the procedure announced by the 
commission, if it is requested to come in and 
ascertain the fair rate to be charged for gas, it 
will assume its concurrent original jurisdiction 
and use its engineers and auditors to ascertain 
the fair rate; and under this procedure there 
will be no expense whatever attaching to any 
incorporated city or town requesting the com- 
mission to exercise such jurisdiction. The en- 
tire case from beginning to its final determina- 
tion in the highest courts, if carried that far, ' 
will be borne by the railroad commission. It 
is intended to complete the appraisal in all 
towns if they request it.” 


Utah 


Seeks Power Ruling 


yey supporting a petition for rehearing in 


the Provo municipal power plant case 
were filed with the state supreme court re- 
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cently by the Utah Power and Light Company. 
In an opinion handed down on Det 
31st the court upheld the legality of ordinances 
under which Provo proposes to finance and 
construct the plant and refused to grant the 
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power company’s plea for a writ permanently 
to restrain the city from proceeding. 

The court overruled the contention of the 
power company that Provo city was violating 
the section of the state constitution setting a 
limit on debt, and that it had not proceeded 
according to the Granger Act, which pre- 
scribes certain methods for municipalities to 
follow before undertaking projects on a reve- 
nue bond basis. 

In its brief, the power company contended 
the court erred in holding that the procedure 
followed by Provo was authorized by statutes 
enacted prior to the Granger Act; that it erred 
in holding the bond and construction ordi- 
nances comply with the special fund doctrine 
and do not involve the general credit of the 
city. 

Further contention was that the court erred 
in “failing definitely to announce that in no 
event can Provo as a city fix rates for power 
furnished to itself sufficient to make up any 
deficit in the light and power fund necessary 


to pay operating or maintenance costs or prin- 
cipal or interest on the bonds.” 


Gas Survey Ordered 


RB state public service commission re- 
cently announced it would make a survey 
of the accounts, rates, and practices of the 
Mountain Fuel Supply Company and give con- 
sideration to the costs involved in providing 
natural gas to the people of Utah. In a letter 
to the company, the commission said: 

“It is the desire of the public service com- 
mission to have available to the people in the 
territory served by your company an adequate 
and dependable supply of gas at the lowest 
possible cost, that the industries depending on 
gas may be encouraged to expand their activi- 
ties and thus contribute to the development of 
Utah, and that residential and other consum- 
ers might have the privilege and convenience 
of gas in their homes and business establish- 
ments.” 


Wisconsin 


WDA Rehearing Requested 


Te state supreme court in invalidating the 
Wisconsin Development Authority made 
its determination on points “not fully” argued 
before the court by the parties involved, the 
state claimed on February 7th in submitting a 
brief suporting its request for a rehearing of 
the case. 

The WDA act, creating a private corpora- 
tion, the Wisconsin Development Authority, 
to promote a statewide power program, aid 
codperatives with supervision and research, 
and empowered to acquire utilities itself, was 
knocked out by the court on January 11th, 
principally on the constitutional ground that 
the state could not aid a private corporation 
or delegate state powers to it. The act carried 
a $60,000 appropriation for the WDA. 

The brief was filed by Attorney General 
Orland S. Loomis, John Ernest Roe, WDA 
counsel, Norris E. Maloney, attorney for the 
Rural Electrification Administration, which 
bases its interest in the WDA on REA serv- 
ices performed for the authority, and Assem- 
blyman Charles Perry, of Milwaukee, assist- 
ing the other attorneys. 


Utility “Inactive” 


fate a $215,000 assessment levied on 
the American Telephone and Telegraph 
Company by the state tax commission, com- 
pany attorneys recently sought to show in a 
hearing béfore the state commission that its 
subsidiary, the Wisconsin Telephone Com- 
pany, is really “inactive” and has no employees 
in the state of Wisconsin. 


The commission has assessed the parent 
corporation $215,000 for revenue derived 
from its long-distance operations in Wiscon- 
sin. The A. T. and T. accepted the figure as 
reasonable, but challenged the state’s right 
under the Federal Constitution to tax its reve- 
nue, claiming it was engaged in interstate com- 
merce. 

Attorneys, it was said, expected the case to 
go eventually to the U. S. Supreme Court. 
It would be the first high court test ever made 
of the power of a state to tax that part of the 
revenue from interstate operations of inter- 
state corporations attributable to the sub- 
sidiary companies and equipment they own 
within the state’s borders. 


Tax Denial Appealed 


HE Wisconsin Telephone Company on 

February 3rd filed suit in Dane county 
circuit court, appealing from orders of the 
state public service commission refusing the 
company authority to shift about $501,000 of 
1937 social security taxes on to the company’s 
300,000 customers in 95 Wisconsin communi- 
ties. 

The commission, early in December, af- 
firmed its order of August 17th denying appli- 
cation of the company to increase its local 
exchange rate 4.4 per cent to recover $501,000 
of taxes levied by the 1937 legislature on ex- 
change operations. 

The shift, the commission emphasized, 
would be on the local exchange. 

The taxes were used to pay old-age pen- 
sions and other social securities expenses of 
other counties through state aids. 
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The Latest 
Utility Rulings 


Rate Trials by Jury Upheld 


Poa the most significant angle by jury of questions of fact because they 
of the Supreme Court’s decision  t¢ complicated. 


on February 14th in upholding the The Hughes opinion further held tha 
exas commission’s gas rate cut order >. - : 

in Laredo, Texas ae its approval of pine ba pyar se fails to ae the 
jury trials in regulatory court cases. The fecatory” under the Constitution, whe 
~ ~ j — bore i ied a reviewing court is pepe | whether 
ibd ates are “unreasonable and unjust,” the 

haps the only state in recent years where **.. 9% . = 
at voles y dalniek The pia te af utility is not entitled to a specific ruling 
the highest court held, however, that the on confiscation aid: many sas comeies 
Texas district court did not deny ies crn, oe ee by 
United Gas Public Service Company due jased on the vrew that the restricton 
ag te lard by - of _ pean under which the Texas trial court oper- 
whether the rate fixed rte commission fs were such as to prechats 5.carnam 
was unjust or unreasonable. Chief with due graces: to Oe: See 
Justice aes daceed « . special concurring opinion of Justice 
renege , ‘ Black stressed the shortcomings of hold- 
The state is entitled to determine the pro- ing company management. United Gas 


cedure of its courts... And on that question ; 
we have never held that it is beyond the Public Service Company v. State of 


power of the state to provide for the trial Texas et al. 


7 


Tennessee Commission Orders Revised Telephone 
Rate Structure 


A" order of the Tennessee commis- The commission decided that the reason- 
sion resulting in rate reductions able mileage measurement for use in 
for local exchange and toll service fur- computing rates for such stations was 
nished by the Southern Bell Telephone upon the basis of air-line mileage. 
and Telegraph Company throughout the Jack and plug equipment installed for © 
state contains revisions of the rules re- use of portable extensions had been at 
lating to charges, besides reducing the the rate of 25 cents a month for each 
amount of various charges. Reductions jack in business installations and 15 
are ordered in service connection charges, cents per month for each jack in resi- 
charges for inside movement of stations, dential installations. The commission 
rates for extension service, and extra found that the monthly charge should be 
mileage charges. eliminated in each case and that a single 
The company had been computing its installation charge of $4 per jack should 
extra exchange-line mileage for charges _ be established. 
to stations located beyond the base rate Base rate areas in the four principal 
area upon the basis of route mileage. cities had previously followed, with a 
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few exceptions, the municipal limits. The 
commission said that as a result of ex- 
tension of these limits substantial 
changes in the base rate areas had been 
made in Memphis. The base rate areas 
in Chattanooga and Knoxville embraced 
substantial areas in which telephone in- 
stallations were scattered and few. The 
commission prepared maps showing the 
present and proposed base rate areas of 
the four principal cities, making the fol- 
lowing statement : 


Substantial extensions of the base rate 
areas to embrace near-by territory in which 


=e 
Income Adjustments Offset Higher Operating Costs 


UTHORITY to increase gas rates, in 
A order to meet higher costs antici- 
pated for coal, wages, materials, and so- 
cial security tax, was denied by the Mas- 
sachusetts Department of Public Utili- 
ties in view of various adjustments in 
the income statement of the company. 
The department deducted part of a man- 
agement fee paid to an affiliated com- 
pany, disallowed net loss for carrying 
unused real estate, excluded loss on mer- 
chandising and jobbing, and pointed out 
other savings which would counterbal- 
ance the anticipated cost increases. 

The department could see no benefit 
to be received by the company from 
unity with other companies under the 
same management company. It was said 
to be difficult to imagine similarity of 
management problems or engineering 
services, or even a fair spread of cost, 
where the individual operating com- 
panies were widely scattered in Minne- 
sota, Alabama, Georgia, Florida, and 
Maine. Moreover, there was a general 
office staff of salaried officials of the 
local company receiving substantial 
salaries. The arrangement for the man- 
agement fee was not a dealing at arm’s 
length, it was held. Only part of the 
management charge was allowed, the de- 
partment stating : 

A simple arrangement of charging for 


actual benefits, as, when, and if, received by 
the Lowell Company can be substituted for 


a considerable density of population using 
telephone service has occurred is deemed 
essential to provide reasonable rates in the 
said cities. 


Rules relating to overtime charges on 
person-to-person calls were modified to 
provide that charges in excess of the 
initial period of three minutes and for 
distances in excess of 30 miles should be 
computed for each overtime minute at 
one-third the initial period rate adjusted 
to the nearest 5-cent figure. Re Southern 
Bell Telephone & Telegraph Co. (Docket 
No. 2082). 


the present management contract and the 
public suspicion and irritation excited by 
such arrangements, and evidenced in rate 
hearings, avoided. Many other gas compa- 
nies in this commonwealth are carrying on 
business in the manner just suggested. 

We believe the burden of proof of sub- 
stantiating the management fee is upon the 
company under the circumstances and this 
it has not done. 


The department said that it had the 
right to assume that the increase in the 
cost of coal would to a certain extent 
similarly influence the prices of coke, 
coal tar, ammonia, and other residuals of 
the company and that any allowance for 
additional cost of coal should be some- 
what reduced so far as the prices of 
residuals were predictable. The depart- 
ment, however, appreciated the difficulty 
in selling residuals at top prices and did 
not overlook the advantages to be gained 
by the company in selling wholesale 
quantities at lower prices to responsible 
customers, 

The company admitted that it was pay- 
ing an average interest charge or dis- 
count charge of between 6 per cent and 
7 per cent upon borrowings upon col- 
lateral consisting of leases and contracts 
of the customers given for appliances. 
The company discounted its loans by the 
deduction of 3} per cent outright. This 
rate was objected to by the city as exces- 
sive and unreasonable. Other companies, 
it was said, had secured loans as low as 
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14 per cent. The commission said that 
it would consider these facts in deter- 
mining the operating expenses. It was 
said further that hypothecation of the 
assets of the company outside of the 
commonwealth is a practice which does 
not have the approval of the department. 

It was not considered unreasonable in 


e 


the public interest to require that the 
discharge of a “moral obligation” to 
stockholders who had lost m 
through stock purchases from an affili- 
ated company should be deferred ynti) 
more prosperous times if thereby a rate 
increase might be avoided. Re Lowglj 
Gas Light Co. (D.P.U. 5418). 


Utility Records Must Be Located in the State 


-_* application by a relatively small 
water company, a wholly owned 
subsidiary of Crucible Steel Company of 
America, for permission to keep its gen- 
eral ledger, cash book, and accounts pay- 
able record at its office in the city of New 
York, subject to production for inspec- 
tion by the commission, was refused by 
the Pennsylvania commission. The com- 
mission was of the opinion that the 
company’s books and records should be 
kept at one location within the state. It 
was said in part: 

In examining any set of accounts, it is 
necessary to trace entries in the general 
books back to the books and records of 
original entry, and vice versa. It is therefore 
imperative that the commission’s examiner 
of accounts have all books and records at 
his disposal at one location. While applicant 
is willing to agree to return the general 
books to Pennsylvania upon request of the 


e 


commission, there would necessarily be some 
delay in getting the books back to Penn. 
sylvania. 

Furthermore, without questioning the 
good faith of the applicant, it is obvious that 
such an agreement could not be enforced if 
circumstances should induce a refusal by 
the New York custodians of the books to 
deliver them in accordance with. the terms 
of the agreement. 

Records so kept outside of the state are 
not readily available for inspection by either 
the commission or its agents, and such an 
arrangement always causes delay in secur- 
ing information desired by the commission. 
Local offices are seldom in touch with or 
familiar with such records and when they 
are returned to the local office for inspection, 
the local officers are not acquainted with the 
details of the accounts, and are frequently 
unable to furnish explanations of the entries 
made therein. 


Re Midland Water Co. (Application 
Docket No. 39141). 


Competitive Extension by Municipal Plant Permitted 
Because of Service Failure 


6¢¥ er the decision of the commission 
in this case be a notice and a 
warning to all utilities in the state simi- 
larly situated.” With this admonition 
the New York commission entered upon 
a discussion of the obligations and duties 
of public utility companies holding fran- 
chises and concluded that it would per- 
mit an adjacent municipality to extend 
its service into territory already covered 
by a franchise held by a private com- 
pany. | 
A franchise confers valuable rights 
and privileges, it was said, but it also 
MAR. 3, 1938 


imposes important duties and obliga- 
tions. No company may exercise the 
former without fulfilling the latter. For ’ 
thirty years the commissions, it was said, 
have generally protected utilities, public 
and private, from encroachments in their 
franchise areas so long as the utility first 
in the field was able and willing to render 
adequate service at reasonable rates and 
to comply with the statutes of the states 
and the orders of the commissions. Un- 
willingness fully to meet the utility's 
obligations in every direction, however, 
removes the basis for protection. 


316 





be some 
to Penn- 


ling the 
10us that 
forced if 
fusal by 
books to 
he terms 


state are 
by either 
such an 
in secur- 
umission, 
with or 
hen they 
spection, 
with the 
equently 
e entries 


lication 


THE LATEST UTILITY RULINGS 


The company whose territory was to 
be invaded by the municipal plant had 
solicited business and had gone so far 
as to persuade persons in the territory to 
wire their buildings and install electric 
fixtures. After applications were re- 
ceived and all of the work was done the 
company failed to construct its lines and 
render service. The prospective con- 
sumers then turned to the adjoining 
municipal plant. The commission said: 

Theoretically, there are two methods of 

dealing with the situation. One would be a 

suit to compel the New York State Electric 

and Gas Corporation to fulfil its obligations 
under its franchise. But this corporation be- 
longs to a system generally known to be 


litigious. For example, in a recent -—, one 
of the Associated companies sogemne rom 
an order of the commission to appellate 
division and then to the court of appeals. It 
lost its case in both courts, but it started 
other litigation and was again defeated in 
the appellate division and the court of ap- 
peals. Even then, after five years of — 
tion, it still refused to comply with the order 
of the commission, and recently has insti- 
tuted legal proceedings in the Federal courts. 
If permitted, it will doubtless carry the mat- 
ter to the United States Supreme Court. . 

Is it surprising that neither the commis- 
sion nor those who want service see in re- 
course to the courts any prompt and satis- 
factory settlement? 


Re Village of Little Valley (Case No. 
9389). 


Proper Rates Pending Appeal from Ordinance 
of Ohio City 


HE Ohio commission held that it is 

without power or authority to 
authorize or permit a public utility com- 
pany to collect a rate pending the final 
disposition of an appeal from an ordi- 
nance rate other than or different from 
that fixed by the ordinance or in force 
and effect immediately prior to the tak- 
ing effect of the ordinance. On that 
ground the commission dismissed a mo- 
tion for an order permitting the collec- 
tion of a higher rate under an impound- 
ing aaa or under bond for a re- 
und. 

Formerly both the Federal Gas and 
Fuel Company and the Columbus Gas 
and Fuel Company, subsidiaries of the 
Columbia Gas and Electric Corporation, 
furnished service in the city of Colum- 
bus. Recently they were merged into 
the Ohio Fuel Gas Company. The rate 
ordinance was adopted in 1934 to run 
for a period of five years. It fixed a rate 
of 48 cents per thousand cubic feet of 


gas furnished. Prior to that time the 
Columbus Company had been collecting 
55 cents a thousand cubic feet, while the 
Federal Company had been collecting 48 
cents. 

Asa result of this situation the Colum- 
bus Company elected, during the pend- 
ency of its appeal from the ordinance, 
to collect the rates previously charged 
and gave bond as provided by statute 
to guarantee a refund if its appeal should 
be rejected. The Federal Company also 
elected to continue charging its former 
rates, but this was identical with the 
ordinance rate. It made a motion for 
authority to charge the higher rate, sub- 
ject to refund, so that all consumers in 
the city would pay the same rate. The 
commission, however, found no author- 
ity in the statute authorizing the fixing 
of an interim rate or any rate that might 
be collected pending the final disposi- 
tion of the case. Re Federal Gas and 
Fuel Co. (No. 9150). 


Meaning of Vote on Property to Be Acquired 
for City Plant 


A’ affirmative vote by the electors in 
a Wisconsin municipality on the 


t and 


question: “Shall the electric 
ower & 


equipment of the Wisconsin 
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Light Company located in the village of 
McFarland be acquired by the village?” 
did not, according to a decision of the 
supreme court of Wisconsin, authorize 
the commission to determine that prop- 
erty outside the village should be ac- 
quired. The commission had, proceeded 
to fix the value of and to describe the 
property to be acquired by the village. 
In so doing they had included property 
not “located in” the village. This was 


N action in equity filed by a corpora- 
A tion doing business in Kentucky, 
but organized and existing under the 
laws of the state of Maine, to enjoin the 
Kentucky commission from enforcing 
compliance with a commission order pur- 
suant to which the commission proposed 
to inaugurate an investigation of rates 
charged for gas transported to the cor- 
porate limits of various Kentucky 
municipalities and there sold and deliv- 
ered to certain public utility corporations 
was dismissed on the ground that in- 
junctive relief is an extraordinary 
remedy and, since the commission could 
do no more than institute mandamus pro- 
ceedings to compel observance of its 
order, the sole authority for making the 
commission’s order coercively effective 
rested with the court, where its rights 
could be determined. Petroleum Ex- 
ploration, Inc. v. Public Service Com- 
mission of Kentucky (21 F. Supp. 254). 


The California commission, in author- 
izing the transfer of utility property 
from one corporation to another, ruled 
that an amount reported under develop- 
ment cost which represented operating 
losses should not be included as a charge 
to fixed capital account. Re Natural Gas 
Corp. of California et al. (Decision No. 
30383, Application No. 21549). 


The California commission held that 


held to be erroneous by the court, 

The court said that from the wording 
of the question it was impossible to say 
that the voters intended to acquire any 
property outside the village. The voters 
may have intended that the village should 
construct its own generating plant in- 
stead of acquiring outside lines or some 
of them may have and some not. Wis. 
consin Power & Light Co. v. Public Serv. 
ice Commission, 276 N. W. 625. 


e 


Other Important Rulings 


relinquishment by a highway common 
carrier of all its traffic received from the 
public generally to an express corpora- 
tion was not tantamount to the abandon- 
ment of highway common carrier opera- 
tions by such carrier and the conversion 
of its operations to those of a contract 
carrier, because a carrier engaged in the 
handling of traffic of express corpora- 
tions exclusively is a highway common 
carrier and not a contract carrier. Kaga- 
rise v. Coast Truck Line et al. (Decision 
No. 30411, Case No. 3844). 


The California commission, in ordering 
an uncertificated highway common car- 
rier to cease operating, held that where 
it could be seen from a purported con- 
tract of one claiming to be a highway 
contract carrier that no obligation ex- 
isted on the part of the shipper to furnish 
to the carrier any specified tonnage dur- 
ing a certain period of time and that 
there was no obligation to use the serv- 
ice of the carrier exclusively, the pur- 
ported contract did not meet the tests - 
required. Re Belli (Decision No. 30382, 
Case No, 4252). 


The California commission held that 
it was without jurisdiction to order the 
granting of a rehearing in the absence of 
the filing of an application therefor. Re 
Intercity Transport Lines, Inc. (Dect 
sion No. 30417, Application No. 19194). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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McCART v. INDIANAPOLIS WATER CO. 


UNITED STATES SUPREME COURT 


Perry McCart et al. 


Indianapolis Water Company 


{No. 90.] 
(— U. S. —, 82 L. ed. —, 58 S. Ct. 324.) 


Courts, § 15 — Hearing by Federal district judge — Injunction suit. 
1. A suit by a public utility company to enjoin the enforcement of a state 
Commission’s rate order on the ground of confiscation is properly heard in 
the district court by a single judge when an interlocutory injunction is not 
sought, p. 466. 


Appeal and review, § 70 — Effect of reversal — Confiscation under rate order. 

2. A decision of an appellate court reversing and remanding a decree which 
dismissed an injunction suit to restrain enforcement of a state Commission 
rate order, on the ground that between the valuation date and the date 
of the decree there has been a constant and definite trend upward in com- 
modity values, and that therefore appropriate account should be taken of 
changed conditions to determine the question of confiscation, is not to be 
construed as virtually requiring the lower court to find confiscation, p. 
468. 


Injunction, § 52 — Evidence to support decree — Review of rate order — Chang- 
ing conditions. 

3. A decree speaking as of its date and operating thereafter, in a suit by a 
public utility company to restrain enforcement of a state Commission rate 
order on the ground of confiscation, wherein a master has made a finding 
of value related to an appraisal date thirty-two months before the decree, 
since which time economic changes have occurred, should have a basis in 
evidence, p. 468. 


Appeal and review, § 67 — Remand for further hearing — Decree in injunction 
suit — Commission rate order. 
4. A judgment of the circuit court of appeals reversing a district court 
decree which dismissed an injunction suit to restrain enforcement of a 
state Commission’s rate order as confiscatory, where reversal was based 
upon the ground that during a 32-month interval between the appraisal 
date and the date of the decree there had been a constant and definite trend 
upward in commodity values, should be affirmed in modified form so as 
to authorize the district court to rehear and determine the cause on the 


basis of evidence relating to economic changes ‘which have occurred, p. 
468. 


, § 2 — Regulation by state — Interference by Federal court. 
Discussion, in dissenting opinion of United States Supreme Court justice 
in suit to restrain enforcement of Commission rate order, concerning the 
465 21 P.U.R.(N.S.) 
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doctrine that the states have full and complete rights to regulate the rates 
of local intrastate utilities and that the Federal courts cannot and will not 
interfere with this regulation unless the rates are confiscatory, p. 469, 


Rates, § 6 — Functions of Federal courts — State legislation. 


Discussion, in dissenting opinion of United States Supreme Court justice 
of the history of Federal court interference with state legislation fixing 
maximum rates for public services performed within the respective states, 


p. 471. 


Valuation, § 39 — Determination of rate base — Reproduction cost. 
Criticism, in dissenting opinion of United States Supreme Court justice, 
concerning the reproduction cost theory, p. 472. 


Return, § 50 — Confiscation — Underlying theory — Protection of security 


holders. 


Statement, in dissenting opinion of United States Supreme Court justice, 
that the doctrine against confiscatory rates is based upon the theory of 
protecting the right of bondholders to their interest and that of stockholders 
to a fair return upon the value of their actual investments, p. 474. 


(Brack, J., dissents.) 
[January 3, 1938.] 


oo of judgment of Federal Circuit Court of Appeals re- 
versing a decree which dismissed a bill to enjoin as con- 
fiscatory the enforcement of water rates fixed by a state Com- 
mission; modified and remanded. For lower court decisions 


see 89 F. (2d) 522, 18 P.U.R.(N.S.) 279; 13 F. Supp. 110, 
12 P.U.RAN.S.) 478. 


APPEARANCE: Urban C. Stover, 
of Indianapolis, Indiana, argued the 
cause for petitioners. 

The court declined to hear further 
argument. 


Per Curtam: [1] This suit was 
originally brought by the Indianapolis 
Water Company to restrain the en- 
forcement of an order of the Public 
Service Commission of Indiana fixing 
a temporary schedule of rates pending 
the Commission’s investigation. The 
district court of three judges (28 US 
CA § 380) denied an interlocutory 
injunction and the temporary rates be- 
came effective. The Commission, on 
December 30, 1932, adopted a differ- 
ent and permanent schedule of rates to 
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be effective January 1, 1933. The 
company then filed an amended and 
supplemental bill assailing those rates 
as confiscatory and _ invoking the 
Fourteenth Amendment of the Con- 
stitution of the United States. An in- 
terlocutory injunction was not sought 
and the case was properly heard in 
the district court by a single judge. 
Indianapolis Water Co. v. McCart 
(1935) 13 F. Supp. 107; Smith v. 
Wilson (1927) 273 U. S. 388, 71L 
ed. 699, 47 S. Ct. 385; Stratton v. St. 
Louis S. W. R. Co. (1930) 282 U.S. 
10, 75 L. ed. 135, 51 S. Ct. 8; Healy 
v. Ratta (1933) 289 U. §. 701, 77 L. 
ed. 1459, 53 S. Ct. 522. Pursuant to 
the Commission’s final order, the com 


‘pany filed the schedule of rates as pre 
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scribed, and these rates went into ef- 
fet on January 1, 1933, and under 
that order have since been in effect 
without limitation of time. 

The Commission found that the 
fair value of the company’s property 
as of November 1, 1932, was not less 
than $22,500,000 and that the income 
under the new rates would be “approx- 
imately $1,400,000, or a _ return 
slightly in excess of 6 per cent’’ on 
that amount. The district court ap- 
pointed a special master, who received 
evidence between May 1, 1933, and 
August 10, 1933, and held a further 
and reopened session on October 18, 
1933, when the hearing of evidence 
was closed. On April 18, 1934, the 
master offered to receive evidence as 
to the actual operations of the com- 
pany for 1933 but the respective par- 
ties informed the master that they did 
not desire to offer any such testimony. 
The master filed his report on May 18, 
1934. The appraisals before the mas- 
ter were made as of April 1, 1933. He 
found the fair value of the company’s 
property to be $20,282,143 as of that 
date and also as of the time of filing 
his report. He estimated and found 
that the income applicable to return 
for the year 1933 and for a reasonable 
time thereafter would be $1,294,- 
566.51. He concluded that the rates 
were not confiscatory. 


After a hearing upon exceptions to 
the master’s report, the district court 
entered a final decree on November 29, 
1935, dismissing the amended and 


supplemental bill of complaint. 13 F. 
Supp. 110, 12 P.U.R.(N.S.) 478. 
The court found that the value of the 
company’s property was $21,392,821 
as of April 1, 1933, and although the 
evidence of value had been addressed 


467 


to that date, the court went further 
and found in its decree that this 
amount “‘was the fair and reasonable 
value thereof as of the time of filing 
the report of the special master herein 
and as of the date of these findings 
and that such value will continue to 
be a fair and reasonable value of the 
plaintiff's used and useful property for 
a reasonable time in the future.” The 
court adopted the finding of the mas- 
ter that the income would be not less 
than $1,294, 566.51 for the year 1933 
and for a reasonable time thereafter. 
Upon appeal, the circuit court of 
appeals, reviewing the evidence upon 
disputed points, found that there 
should be certain increases, amount- 
ing to $975,437, in the rate base, mak- 
ing it $22,368,258. The court ob- 
served that from April 1, 1933, the 
valuation date, to the date of the de- 
cree of the district court, November 
29, 1935, supra, thirty-two months 
had intervened; that this period was 
no longer one for prophecy, but had 
passed “from the field of speculation 
to one of experience”; and that ex- 
perience had shown that in that period 
there had been “a constant and defi- 
nite trend upward in commodity val- 
ues.” 89 F. (2d) 522, 525, 526, 18 
P.U.R.(N.S.) 279. With respect to 
income, the court said that the amount 
found by the master for 1933 ($I,- 
294,566.51) was about $57,000 high- 
er than that indicated by the testimony 
of any witness, but the finding was not 
overruled in view of the failure of the 
company to take advantage of its op- 
portunity to show the actual receipts 
and disbursements for that calendar 
year. Id., pp. 527,528. Holding that 
the district court had erred in deter- 
mining in its decree that the valuations 
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as of April 1, 1933, were applicable to 
the date of the decree in November, 
1935, without taking appropriate ac- 
count of changed conditions in the 
interval, the court reversed the decree 
and remanded the cause for further 
proceedings in accordance with the 
views expressed in its opinion. Id., p. 
528. 

[2] Petitioners urge that the court 
of appeals has virtually required the 
district court to find confiscation. We 
do not think that this is the necessary 
import of the opinion. The appellate 
court took judicial notice of an up- 
ward trend in prices but did not at- 
tempt to make a specific application of 
that trend. The reversal of the de- 
cree requires a hearing anew in the 
district court, and upon that hearing 
all questions pertinent to the issue of 
confiscation should be open. The eco- 
nomic changes to which the court of 
appeals has referred may affect income 
as well as values. 

[3] In the instant case, we do not 
have a situation in which rates as fixed 
by a Commission has been enjoined. 
Here the rates prescribed by the Com- 
mission’s order have been in effect all 
through this litigation, and are now in 
effect. A decree for injunction could 
operate only as to the future. Another 
special circumstance is that the decree 
of the district court expressly provid- 
ed that the value it found was the val- 
ue as of the date of the decree, No- 
vember 29, 1935, supra, although the 
evidence before the court related to 
April 1, 1933. A decree speaking as 
of the later date and operating there- 
after should have a basis in evidence. 
On the hearing required by the circuit 
court of appeals, the district court will 
be able to ascertain what have been 
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the actual results of the company’s 
business during the intervening years 
and thus to base its decree upon known 
conditions as to those years which may 
show clearly, in the light of the eco. 
nomic changes which have occurred, 
whether the prescribed rates are or are 
not of a confiscatory character anj 
whether an injunction restraining the 
enforcement of the rates should be 
granted or denied. 

[4] To leave no question as to the 
authority of the district court thus 
fully to rehear and determine the 
cause, the decree of the circuit cour 
of appeals is modified so as to provide 
that the cause is remanded to the dis- 
trict court for further proceedings in 
conformity with the views expressed 
in this opinion. As thus modified, the 
decree of the circuit court of appeals 
is affirmed. 

It is so ordered. 


Mr. Justice Cardozo took no part in 
the consideration and decision of this 
case. 


Mr. Justice BLACK, dissenting: | 
cannot agree that this cause brought 
here by the Public Service Commission 
and the attorney general of the state 
of Indiana should be sent back to the 


district court for a new trial. After 
an examination of the record, I am 
persuaded that the action of the court 
of appeals was wrong and that its judg- 
ment should not be affirmed either a 
rendered or in any modified form 
The importance of the questions her 
involved leads me to set out some of 
my reasons for this belief. 

Six years ago (1931) the city of 
Indianapolis filed a petition with the 
Public Service Commission of Indi 
ana against the Indianapolis Water 
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Company, seeking a reduction of wa- 
ter rates for small consumers. (See 
P.U.R.1932D, 335; P.U.R.1933B, 
290.) The Commission fixed the 
rates in December, 1932. A master 
appointed by the district court reported 
that there was no confiscation May 18, 
1934. The district court held there 
was no confiscation November, 1935. 
(See 13 F. Supp. 110, 12 P.U.R. 
(N.S.) 478.) The court of appeals 
found there was confiscation March, 
1937. (See 89 F. (2d) 522, 18 
P.U.R.(N.S.) 279.) Now, January, 
1938, this court sends the case back 
to the district court for trial “anew.” 
The cause goes back to the dis- 
trict court with the admonition from 
the court of appeals that a “general 
and persistent rise in prices should 
have been given effect in fixing a 
fair valuation.” Affirmance of the 
court of appeals’ decree necessarily 


approves this statement and this state- 
ment requires an increased valuation 


of the company’s property. Experi- 
ence demonstrates that rate cases con- 
tinue to come to this court until final 
decisions are reached. If the second 
trial follows the course of the first, 
the case should return to this court by 
1943. However, it will now be the 
duty of the district court, in trying 
the case anew, to make a forecast as 
m ‘0 probable commodity values cover- 
ing this future period up to 1943.2 If 
its forecast should be wrong, the pres- 
ent case will be a precedent for revers- 
ing the cause in 1943 for still another 


trial. Sending the case back indicates 
that the court of appeals was right in 
reversing the district court. 

I believe the court of appeals was 
in error, that the evidence did not 
show confiscation, and I cannot agree 
to the action of the majority. This 
court has announced the doctrine that 
the states have full and complete rights 
to regulate the rates of local intrastate 
utilities and that the Federal courts 
cannot and will not interfere with this 
regulation unless the rates are confis- 
catory. Furthermore, “upon that 
question (of confiscation) the com- 
plainant has the burden of proof and 
the court may not interfere with the 
exercise of the state’s authority unless 
confiscation is clearly established.” * 
The judicial function does not extend 
beyond the decision of the constitu- 
tional question. Unless, therefore, 
the water company satisfactorily over- 
came the presumption that the rate set 
by the Commission is not confiscatory, 
this court should not invade the con- 
stitutional sphere of state rate regu- 
lation.® 

I cannot say that the evidence in 
the district court “compelled a convic- 
tion that the rate would prove inade- 
quate” ;* or that the rates were “pal- 
pably and grossly unreasonable” ; * nor 
was the evidence sufficient to over- 
come the presumption that the rates, 
as fixed by the Commission and rein- 
forced by the judgment of the mas- 
ter and the district court, were not con- 
fiscatory.® 





*McCardle v. Indianapolis Water Co. (1926) 
272 U. S. 400, 408, 409, 71 L. ed. 316, 323, 324, 
P.U.R.1927A, 15, 47 S. Ct. 144. 

*Los Angeles Gas & E. Corp. v. California 
R. Commission, 289 U. S. 287, 305, 77 L. ed. 
1180, 1192, P.U.R.1933C, 229, 53 S. Ct. 637. 

*Chicago & G. T. R. Co. v. Wellman (1892) 
143 U. S. 339, 36 L. ed. 176, 12 S. Ct. 400. 
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4Galveston Electric Co. v. Galveston, 258 
U. S. 388, 401, 66 L. ed. 678, 685, P.U.R. 
1922D, 159, 388, 42 S. Ct. 351. 

5 San Diego Land & Town Co. v. National 
City (1899) 174 U. S. 739, 750, 43 L. ed. 1154, 
1158, 19 S. Ct. 804. 

6 Darnell v. Edwards, 244 U. S. 564, 569, 61 
iS ed. 1317, 1321, P.U.R.1917F, 64, 37 S. Ct. 
01. 

21 P.U.R.(N.S.) 





UNITED STATES SUPREME COURT 


The master reported the value of 
the company’s property to be $20,282,- 
143 as of April 1, 1933. Decem- 
ber, 1935, the district court after a 
review of the evidence and the report 
of the master, refused to enjoin the 
enforcement of the rates fixed by the 
Commission. That court excluded 
from consideration for rate-making 
purposes a group of farms owned by 
the company and estimated by the mas- 
ter to have a value of $264,050, 
but increased the master’s estimate of 
the value of “water rights” to $500,- 
000. Evidence having been given 
of the “reproduction value” of the 
company’s property, the district court 
increased by $1,333,333 the master’s 
“estimate” of the “estimated cost” of 
labor necessary to “reproduce” the 
company’s property ; it raised the mas- 
ter’s total “estimate” of this wholly 
imaginary reproduction from $20,- 
282,143 to $21,392,821. 

March 23, 1937, supra, six years 
after the city of Indianapolis had orig- 
inally initiated its efforts to obtain a 
reduction in water rates, the court of 
appeals reversed and remanded this 
cause. In doing so, it ordered that the 
company’s Indiana farms be included 
in the total valuation upon which the 
people of Indianapolis must pay the 
company an income; added $361,308 
to the “estimate” of the master and 
district court for “undistributed con- 
struction costs”; and raised “going 
value” $250,079. 

The principal reason given for the 
reversal, however, was that general 
price levels had risen, during the thir- 
ty-two months intervening between 
the date at which valuations were fixed 
(April 1, 1933) to the date of the dis- 
trict court’s decree (November 29, 


21 P.U.R.(N.S.) 


1935, supra). Looking at price in. 
dex figures, the court of appeals de. 
cided that prices had ascended aboy 
25 per cent during that period, and that 
if the district court had given proper 
consideration to this increase in deter. 
mining the value of the company’s 
property, that court would have found 
that the rate fixed by the Commission 
was “clearly confiscatory.” 

One month and three days, hov- 
ever, after the price index method had 
been used by the court of appeals in 
finding the Indianapolis water rates 
confiscatory, this court, in the case of 
Ohio Bell Teleph. Co. v. Public Utili- 
ties Commission (1937) 301 U. §. 
292, 81 L. ed. 1093, 18 P.U.R.(N.S.) 
305, 57 S. Ct. 724, struck down a re- 
duced telephone rate fixed by the Ohio 
Public Service Commission. The peo- 
ple of Ohio were deprived of the bene- 
fit of a reduced telephone rate because 
the decision of the Public Service 
Commission rested upon price indices. 
Yet, if the district court follows the 
opinion of the court of appeals which 
is here affirmed, the people of Indiar- 
apolis will be deprived of a reduced 
water rate because a price index, not 
introduced in evidence, indicated to 
the court of appeals that the valuation 
fixed by the district court was wrong. 
This opinion of the court of appeals 
as to value is not repudiated by the af- 
firmance. The majority does not re- 
verse the court of appeals’ finding of 
confiscation. 

I cannot agree that the district court 
should be reversed for failure to 
prophesy the exact future course of 
commodity prices. The /Jegal knowl 
edge of few judges is such that they 
can accurately foresee and forecast all 
price fluctuations. In the delays int 
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dent to rate litigation it is probably 
true that prices will fluctuate many 
times between the beginning of a liti- 
gation and the time when the cause is 
won, lost, or abandoned. 

It has now been more than five years 
since the Commission fixed a valua- 
tion for this waterworks property and 
ithas been more than four years since 
the master reached his conclusion. If 
it requires four more years for this 
case to return to the court of appeals, 
there can be no doubt but that some 
price index can be found to show oth- 
er changes in prices. Such a result 
will add still further to the confusion 
and chaos of judicial rate making. I 
believe it forecasts a day when the 
present long delays in rate regulation 
will be endless. 

The city of Indianapolis should not 
be subjected to another trial unless 
this court believes the rates to be con- 
fscatory. When the district court 
tries the case anew it will be con- 
strained to follow the decision of the 
court of appeals that a “general and 
persistent rise in prices should have 
been given effect in fixing a fair valua- 
tion.” In the meantime, can a judge 
be found who can accurately divine all 
future prices of commodities to be 
used for imaginary reproductions of 
this company’s property ? 

I believe this cause should be brought 
toa conclusion at this time.” My be- 
lef that the court of appeals should be 
reversed is strengthened by a study of 


the record in the case of McCardle 
v. Indianapolis Water Co. (1926) 272 
U. S. 400, 71 L. ed. 316, P.U.R. 
1927A, 15, 47 S. Ct. 144, of which 
record we take judicial notice.® 

For the first hundred years of this 
nation’s history, Federal courts did 
not interfere with state legislation 
fixing maximum rates for public serv- 
ices performed within the respective 
states. The state legislatures, accord- 
ing to a custom which this court de- 
clared had existed “from time im- 
memorial” ® decided what those maxi- 
mum rates should be. This court also 
said that “for protection against abus- 
es by legislatures the people must re- 
sort to the polls, not to the courts.” ™* 
It was not until 1890 that a divided 
court finally repudiated its earlier con- 
stitutional interpretation and declared 
that due process of law requires judi- 
cial invalidation of legislative rates 


which the courts believe confiscatory.™ 
The dissenting justices adhered to the 
long-existing principle that regulation 
of public utilities was a “legislative 


prerogative and not a judicial one.” ™ 


From this decision in 1890, supra, 
has come the doctrine that the Federal 
courts have jurisdiction to determine 
whether a rate fixed by a state for a 
purely local utility is confiscatory. 
This doctrine does not purport to give 
to Federal courts more than the limit- 
ed jurisdiction to determine whether 
a given state rate is so low as to be con- 
fiscatory. 





™See Knoxville v. Knoxville Water Co. 
(199) 212 U. S. 1, 16, 53 L. ed. 371, 381, 
29 S. Ct. 148; also McCardle v. Indianapolis 
Water Co. supra. 

* National Fire Insurance Co. v. Thompson, 
(1930) 281 U. S. 331, 336, 74 L. ed. 881, 885, 
50S. Ct. 288. 

9 Munn vy. Illinois (1877) 94 U. S. 113, 133, 
4 L. ed. 77, 86. 
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10 [d., 94 U. S. at p. 134, 24 L. ed. at p. 87; 
see Peik v. Chicago & N. W. R. Co. (1877) 
94 U. S. 164, 178, 24 L. ed. 97, 98. 

11 Chicago, M. & St. P. R. Co. v. Minnesota 
ex rel. R. & Warehouse Commission (1890) 
134 U. S. 418, 33 L. ed. 970, 10 S. Ct. 462, 
702, 3 Inters. Com. Rep. 209. 

121d. Bradley, J., dissenting, 134 U. S. at 
p. 461. 
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The determination by the court of 
appeals that the rates in the present 
case are confiscatory can only be sup- 
ported, if at all, by giving undeserved 
weight to evidence given to support 
the “reproduction cost” theory. The 
experience of the people of Indianapo- 
lis in their efforts to obtain fair and 
reasonable water rates from this com- 
pany which has long had a monopoly 
in their community, discloses what ap- 
pears to me to be the complete unre- 
liability of the “reproduction cost” 
theory. Wherever the question of 
utility valuation arises today, it is ex- 
ceedingly difficult to discern the truth 
through the maze of formulas and 
the jungle of metaphysical concepts 
sometimes conceived, and often fos- 
tered, by the ingenuity of those who 
seek inflated valuations to support 
excessive rates. Even the testimony 


of engineers, with wide experience in 


developing this theory and. expound- 
ing it to courts, is not in agreement 
as to the meaning of the vague and 
uncertain terms created to add in- 
visible and intangible values to ac- 
tual physical property. Completely 
lost in the confusion of language— 
too frequently invented for the pur- 
pose of confusing—Commissions and 
courts passing upon rates for public 


utilities are driven to listen to con 
jectures, speculations, estimates, and 
guesses, all under the name of “te. 
production costs.” In the testimony 
of professonial witnesses employed by 
the litigants, courts listen to guesses 
about “going value’; “undistributed 
construction costs” ; “water rights.” " 
This court has even said, “Repro- 
duction value, however, is not 2 
matter of outlay, but of estimate, 
and proof of actual ex. 
penditures originally made, while it 
would be helpful, is not indispens- 
able.”** Courts have gone further 
and further away from considering 
cost in determining the value of utility 
property. The cost of this company’s 
property apparently was given little 
weight in previous litigation which 
came to this court.” This company’ 
property was valued by this court at 
$19,000,000 in the prior litigation al- 
though the Commission’s valuation 
was $16,495,000. It is interesting to 
note what this property valued at 
$19,000,000 actually cost. 

The record in the McCardle Case, 
supra, showed: that the property 
was bought at a judicial sale in 188! 
by the present company at a cost 0 
not more than $535,000, the pur 





13 Compare: 

“ . . and the conclusion of the court be- 
low rested upon that most unsatisfactory evi- 
dence, the testimony of expert witnesses em- 
ployed by the parties.” Knoxville v. Knox- 
ville Water Co. (1909) 212 U. S. 1, 18, 53 
L. ed. 371, 382, 29 S. Ct. 148. 

“While the experts representing the oppos- 
ing interests were thoroughly competent and 
of high standing, the wide difference in the 
results reached led the Commission to the 
‘irresistible conclusion that each was not un- 
mindful of his client’s interest.” Plymouth 
Electric Light Co. v. State, 81 N. H. 1, 4, 
P.U.R.1923E, 83, 88, 120 Atl. 689. 

“To these perturbing tendencies, all operat- 
ing to weaken the persuasive force of their 
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unconscious.” Dayton Power & Light Co. 5. 
Ohio Pub. Utilities Commission (1934) 29 
U. S. 290, 299, 78 L. ed. 1267, 1274, ; 
P.U.R.(N.S.) 279, 287, 54 S. Ct. 647. 

“*Skilled witnesses come with such prej 
udice on their minds that hardly any weighl 
should be given to their evidence.’” Appleto 
Waterworks Co. v. Railroad Commissio 
(1913) 154 Wis. 121, 154, 142 N. W. 4% 
47 L.R.A.(N.S.) 770, Ann. Cas. 1915B, 116 

14 Ohio Utilities Co. v. Public Utilities Go 
mission, 267 U. S. 359, 362, 69 L. ed. 656, 6 
P.U.R.1925C, 599, 45 S. Ct. 259. 

15 See McCardle v. Indianapolis Water 
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bonds; that apparently no cash was 
paid for the $500,000 face value of 
stock issued at that time; that the 
maximum book value of the com- 
pany’s assets on December 31, 1923, 
was $9,195,908 but a witness called 
by the Commission testified that the 
company’s records disclosed the ac- 
tual book value of the property used 
for the public convenience to be only 
$7,967,649; that from 1881 to De- 
cember 31, 1923, stockholder’s aver- 
age annual net profits were $189,- 
255; that practically all of the added 
book value was the result of addi- 
tional investments financed by bor- 
rowing and not by investment by 
stockholders; that no other invest- 
ment was made by the stockholders in 
the company since 1881, but in 1909 
awrite-up of $5,556,071.85 was made 
on the books by virtue of which a 
common stock dividend of $4,500,000 
was declared in 1910, making the total 
common stock $5,000,000; that the 
$5,000,000 stock was thereafter car- 
tied on the books of the company; 
that the stockholders not only paid 
no additional money for stock, but 
that the profits made by the company 
between 1881 and 1932 were not re- 
invested in the company but were sub- 
stantially all drawn out in dividends.” 

This court found in the McCardle 
Case that the company was entitled 


to a rate based on a $19,000,000 valua- 
tion as of December 31, 1923, al- 
though the record indicates: that the 
total actual investment made by the 
company up to that time was less than 
$9,000,000 and was not stockholders’ 
investment but was substantially all 
borrowed money; that the stockhold- 
ers apparently had made no investment 
unless (which is very doubtful from 
the record) they paid for the $500,000 
stock in 1881; and that the stockhold- 
ers had received the following percent- 
age of return on common stock on a 
$500,000 valuation for the five years 
preceding this $19,000,000 appraisal : 


69% 1922 
88% 


While it is difficult to find in the 
present record what additional invest- 
ments have been made since. the $19,- 
000,000 appraisal, it does appear that 
the Commission found that the books 
of the company showed an additional 
investment of $6,661,292. If this is 
added to the 1923 book value, it would 
appear that there is a possibility that 
when the appraisal in this cause was 
made, there may have been between 
$13,000,000 and $16,000,000 invest- 
ed through the company’s borrowing 
activities. But the indebtedness kept 
pace with the investments and was 
$13,746,900 at this time. The dis- 





(1926) 272 U. S. 400, 71 L. ed. 316, P.U.R. 
1927A, 15, 47 S. Ct. 144. 

The books of the company indicate that 
the company spent for additions between 1881 
and December 31, 1923, $8,112,399, but the 
books also show that on December 31, 1923, 
the oustanding indebtedness of the company on 
which it paid interest was $8,231,000. During 
the same period, from 1881 to December 31, 
1923, the books showed available for dividends 


$8,337,232.74. Dividends paid out were as 
follows : 
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Cash dividends 
Bond dividends 
Stock dividends 


Total dividends paid between 1881 
and December 31, 1923 $12,085,533.50 


During the same period the record shows 
that interest was paid by the company on the 
bonds issued to the stockholders as dividends 
and that interest amounted to $3,076,250. 

It thus appears from the books that the 
stockholders received an average of practically 
38 per cent profit on $500,000 from 1881 to 
December 31, 1923. 
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UNITED STATES SUPREME COURT 


trict court is now reversed, however, 
because the court of appeals found 
that rates based on an obviously inflat- 
ed value of $21,392,821 fixed by the 
district court would confiscate the 
property of the company’s stockhold- 
ers. 

There is a marked disparity between 
the actual cost of this company’s prop- 
erty and its imaginary “reproduction 
value.” I shall comment upon a few 
of many reasons for this disparity. 

First, the so-called “water rights” 
—The company takes the position that 
water rights should have been valued 
at about $2,000,000. Expert witness- 
es for the city valued these rights 
from nothing to $75,000, and ex- 
pert witnesses for the company at 
$1,000,000 or more. This illustra- 
tion is typical of the wide variations 
in expert evidence on “reproduction 


cost”; it is a typical “estimate.” The 
company claims that the element of 
greatest value in the water rights is 


the “diversion right.” This “diver- 
sion right” is based, in part, on the 
theory that for a long number of years 
the company has diverted water from 
the White river. According to one 
theory, it is claimed water which 
would otherwise flow downstream is 
diverted by the company; that the 
Tom Taggart Park in Indianapolis 
might possibly be injured by this di- 
version (but the city has not com- 
plained) ; that the stream offers possi- 
bilities of scenic beauty if there were 
adequate water and if it should be 
made suitable for navigation by small 
pleasure crafts. It does not appear 
that this formula evolved as a result of 
anyone’s expressed or frustrated de- 
sire to sail this stream. From the 
possibility, however, that the stream 
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could be used for this purpose if imag. 
inary people should so desire, an im. 
aginary damage to these imaginary 
sailors is discovered. Based upon this 
potential menace to these imaginary 
people and their imaginary desire to 
use this stream, an imaginary value of 
$200,000 is suggested as the cost which 
the company might incur in discharg. 
ing its imaginary duty to improve the 
stream for these imaginary sailors. 

It is difficult to believe that such 
concepts of property can establish clear 
proof that the Constitution of the 
United States has been violated. Nor 
do I believe that, even if the people of 
Indianapolis and the surrounding com- 
munity have permitted the water com- 
pany to use this stream for a public 
service, there has been a grant of a pre- 
scriptive property right which can be 
capitalized by the company, in order 
to exact higher water rates from the 
very people who granted the privilege. 

If the company had made actual in- 
vestments in its property between 1933 
and 1935, resort to illusory property 
concepts would not be necessary. 
Clearly, it would be entitled to a rea- 
sonable return upon such actual in- 
vestment. Such is not the case. The 
order for a new trial is not based ona 
claim that the company has invested 
even one additional dollar. It is not 
claimed that the company bought aé- 
ditional land ; added an inch to any 0 
its dams; extended its distribution 
pipes ; improved its filtration system 
or purchased one additional piece 0 
property. 

This court has frequently declare 
that in reaching a conclusion as to 4 
reasonable rate, the public must © 
considered as well as the stockhol 
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ers and bondholders.” The doctrine 
against confiscatory rates is based up- 
on the theory of protecting the right 
of bondholders to their interest and 
that of stockholders to a fair re- 
turn upon the value of their actual 
investments. While this matter has 
been confused by the “reproduction 
cost” theory, the fact remains that, 
as applied to corporations, it is the 
interest of the stockholders and bond- 
holders which the due process clause 
protects. 

The evidence in this case clearly es- 
tablishes that the bondholders have 
never been, and are not now, in any 
jeopardy as to their interest payments. 
In the margin appears the record of 
stockholders’ dividends since the $19,- 
000,000 valuation.” In view of these 
dividends on this stock of uncertain 
cost, these stockholders were in no im- 
minent peril because of the district 


court’s valuation of than 
$21,000,000. 

This case is an illustration of the 
almost insuperable obstacles to rate 
regulation today. It involves a single 
company supplying water to a single 
community. It does not present the 
difficulties of a far-flung utility sys- 
tem covering much territory with 
many separate corporate creatures. 
Nevertheless, this particular case has 
already consumed more than six years 
and is apparently destined to remain 
suspended for six more years.” More 
than 2,000 pages of records and ex- 
hibits appear in this court in the ap- 
peal. 

This case was first heard by the 
Public Service Commission. Evi- 


more 


dence and arguments were there intro- 
duced and the questions of value, rates, 
etc., were fully explored. Thereafter 
the Commission which had been spe- 





17See Covington & L. Turnpike Road Co. 
v, Sandford (1896) 164 U. S. 578, 587, 41 
L. ed. 560, 563, 17 S. Ct. 198; Chicago & G. 
T. R. Co. v. Wellman (1892) 143 U. S. 339, 
346, 36 L. ed. 176, 180, 12 S. Ct. 400. 


'8Since the approval of a $19,000,000 valua- 
tion on this company’s property was made, 
dividends were paid as follows: 


Rate paid Rate paid 

oninflated on possible 
A $5,000,000 stock $500,000 
Year Amount valuation valuation 


1924 10% 100% 
1925 a 
1926 600,000 12% 
1927 950,000 19% 
1928 1,000,000 20% 
1929 650,000 13% 


1930 1,225,000 
1931 600,000 12% 120% 


1932 375,000 74% 759 


“surely before the courts are called upon to 
adjudge an act of the legislature fixing the 
maximum passenger rates for railroad compa- 
nies to be unconstitutional, on the ground that 
its enforcement would prevent the stockhold- 
ers from receiving any dividends on their in- 
vestments, or the bondholders any interest on 
their loans, they should be fully advised as to 
what is done with the receipts and earnings 
of the company; for if so advised, it might 
clearly appear that a prudent and honest man- 
agement would, within the rates prescribed, 
secure to the bondholders their interest and to 
the stockholders reasonable dividends.” Chi- 
cago & G. T. R. Co. v. Wellman, supra, 143 
U. S. at p. 345. 


244% 245% 


18 The following illustrate the delays in rate litigation: 


Bill Filed Decided Time 


United Fuel Gas Co. v. Kentucky R. Commission, 278 


= 300, 73 L. ed. 390, P.U.R.1929A, 433, 49 S. Ct. 
5 


United Fuel Gas Co, v. West Virginia Pub. Service Com- 
mission (1929) 278 U. S. 322, 73 L. ed. 402, 49 S. Ct. 157 April 1925 
Ottinger v. Brooklyn Union Gas Co. (Ottinger v. Kings 


Dec. 1923 Jan. 1929 


Jan. 1929 


5 years 


3 yrs. 8 mos. 


County Lighting Co. [1926]) 272 U. S. 579, 71 L. ed. 


421, P.U.R.1927A, 39, 47 S. Ct. 199 


Ottinger v. Consolidated Gas Co. (1926) 272 U. S. 576, 


Nov. 1926 3yrs. 5 mos. 


71 L, ed. 420, P.U.R.1927A, 37, 47 S. Ct. 198 
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cially created by the state of Indiana 
to investigate such cases rendered its 
decree. 

Next, the case was investigated by 
a master in the district court. This 
court has admonished the lower court 
that a master should be appointed for 
such purposes.*° Extensive hearings 
before the master produced volumi- 
nous testimony at tremendous expense 
to the litigants. While this expense 
may appear on the books of the com- 
pany it will ultimately be borne by the 
consumers. 

After the master heard the evidence, 
it went to the district court for a third 
review. Thereafter it appeared in the 
court of appeals where it was again 
reviewed. Since it has come to this 
court, I believe that the ends of justice 
require that it be concluded. History 
indicates that if it is not concluded, 


this is not likely to be the last journey 
made by the cause from Indianapolis 


to Washington. Litigation costs in 
rate regulation today constitute a 
heavy burden. 

In the main, the dispute in this case, 
as in most rate cases, revolves around 


“intangibles” and “reproduction 
costs.” 

“Intangibles,” as expounded by hired 
experts in rate litigations, might well 
be defined as “properties” that can 
neither be seen nor touched and which 
can rarely be understood. They can 
have little meaning when applied to 
property which is not for sale but for 
use. These property concepts are so 
uncertain, tenuous and elusive that no 
two witnesses give them the same val- 
ue except on occasions when several 
witnesses have been employed by the 
same litigant. 

Witnesses in the present case varied 
as to “organization” costs from $81,- 
000 to $325,000. Experts differed as 
to “going value” between $1,000,000 
and $2,700,000, and on water rights 
from nothing to $2,000,000. 

Such differences are not exception- 
al. They occur in most cases that have 
reached this court which involve ex- 
pert appraisal of such phantom con- 
cepts of property. 

The estimates made by witnesses 
of “reproduction costs” of pipes for 
this waterworks system strikingly il 
lustrate this method of valuation. A 





Patterson v. Mobile Gas Co. 271 U. S. 131, 70 L. ed. 


870, P.U.R.1926D, 183, 46 S. Ct. 445 


McCardle vy. Indianapolis Water Co. (1926) 272 U. S. 
400, 71 L. ed. 316, P.U.R.1927A, 15, 47 S. Ct. 144... 


Average 


See also Brandeis, J., concurring, St. Joseph 
Stock ~~. Co. v. United States (1936) 298 
U. S. 38, 88, 80 L. ed. 1033, 1060, 14 P.ULR. 
(N.S.) 397, 56 S. Ct. 720. 

Lindheimer v. Illinois Bell Teleph. Co. 
(1934) 292 U. S. 151, 78 L. ed. 1182, 3 P.U.R. 
(N.S.) 337, 54 S. Ct. 658. Commission’s order 
made 1923 (P.U.R.1924A, 213); cause last 
appeared in this court in 1933 (3 F. Supp. 595, 
P.U.R.1933E, 301). 

Ohio Bell Teleph. Co. v. Public Utilities 
Commission (1937) 301 U. S. 292, 81 L. ed. 
1093, 18 P.U.R.(N.S.) 305, 57 Res 724. 
This case started before the Commission in 
1921. By 1931 the Commission announced its 
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April 1926 3yrs. 8 mos. 


Dec. 1923 Nov.1926 2yrs. 11 mos. 


tentative order (P.U.R.1931B, 46). 1934 the 

Commission made what purports to be a final 

valuation (2 P.U.R.(N.S.) 113). April, 1937, 

this court returned the cause for further action. 
20 Chicago, M. & St. P. R. Co. v. Tompkins 

(1900) 176 U. S. 167, 44 L. ed. 417, 20S. & 
336. 


21 For example, in the McCardle Case, supra, 
the agra estimate was three times as great 
as the lowest. See Brandeis, J., dissenting, 
Missouri ex rel. Southwestern Bell Teleph. 
Co. v. Public Service Commission, 262 U. 5. 
276, 299, 67 L. ed. 981, 990, P.U.R.1923C, 193, 
43 S. Ct. 544, 34 ALR. 807. 
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company expert estimated that the re- 
production cost of the company’s 
“main” pipes, as of 1923, was $7,024,- 
999, In this guess it was assumed that 
the pipe had a life of 125 years and 
that “as a matter of fact, it does not 
wear out in use.” If these pipes last 
125 years, the reproduction cost the- 
ory will subject the water consumers 
of Indianapolis to innumerable in- 
creases in the price of water during 
the next century. Experts can un- 
doubtedly be found who will testify 
from time to time during the coming 
century, that the hypothetical digging 
up of old pipes and the hypothetical 
laying of hypothetical new pipes, will 
constantly increase the hypothetical 
reproduction value of pipes. In fact 


the actual pipes will not be dug up. 
They will continue to lie untouched 
and at rest—under the soil. 

Under this reproduction cost the- 


ory, the constitutional water rate in 
Indianapolis must fluctuate during 
the next century with the price of cast 
iron pipes. One of the principal ele- 
ments of the so-called “reproduction 
value” in this case is this very pipe. I 
do not believe that the constitutional- 
ity of action by a sovereign state of 
this Union is dependent upon the mar- 
ket fluctuations of cast iron pipe. 
Testimony was given in this case as 
to the “reproduction cost” of a canal 
used by the water company. The state 
of Indiana constructed this canal for 
navigation purposes a hundred years 
ago. Some years after its completion, 
it was obtained by the Water Works 
Company of Indianapolis and while 
the record is not clear, the price might 
have been as great as $35,000. When 
the reorganization of the company oc- 
curred in 1881, this canal was placed 


upon the books of the present com- 
pany at $50,000. It remained on the 
books at this figure until the write-up 
in 1909 which preceded the $4,500,000 
stock dividend. At that time, it was 
hoisted to $1,773,874. By 1911, this 
same canal apparently was carried at 
$2,746,538. In the rate valuation case 
in 1923, experts of the company val- 
ued it at more than $3,000,000. Ex- 
tensive testimony has been given in 
this and the McCardle Case, supra, 
concerning the “reproduction value” 
of this canal. The expert who was 
“reproducing” the canal in 1923 “as- 
sumed a similar set of conditions to 
those existing at the time the canal 
was originally constructed.” In other 
words, the witness took himself and 
his staff back a hundred years to the 
conditions that existed in Indiana at 
the time and place of the construction 
of this state navigation canal. Thus 
projecting himself back into history, 
he found that the water consumers of 
Indianapolis should pay to the present 
owners of the canal 6 per cent income 
on more than $3,000,000. I cannot 
subscribe to the belief that it would 
violate the Constitution of the United 
States for the state of Indiana to deny 
the company 6 per cent income on a 
still higher valuation of a canal that 
never at the outside, cost the company 
more than $50,000. The question in 
the Federal courts in connection with 
rates is not what would be a reason- 
able rate to be charged by such a com- 
pany, but it is limited wholly and ex- 
clusively to a decision as to whether or 
not a rate will confiscate the property 
of the company. The evidence in this 
case is not so “compelling” as to justi- 
fy a reversal of the district court’s 
valuation, which valuation, itself, nec- 
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essarily contains a finding of value 
far in excess of what this canal cost 
or what it is reasonably worth. In a 
dissenting opinion by certain Commis- 
sioners of the Public Service Commis- 
sion of Indiana in the McCardle Case, 
supra, they said: 

“Would any reasonable man enter- 
tain the proposition of duplicating the 
canal, if a new waterworks system 
were to be constructed in Indianapo- 
lis? Certainly not. 

“In the estimated reconstruction 
new cost there is the highly fancied 
estimate of the cost of duplicating the 
canal as it was constructed ninety 
years ago. It would be just as ger- 


mane to the ascertainment of the actu- 
al value of the petitioner’s property 
used and useful in the present water 
service of Indianapolis to indulge in 
a magnified imagination of the ex- 
pense of repopulating the canal banks 


with the Indians.” 

The state of Indiana did not appeal 
from the judgment of the district 
court. We, therefore, are not called 
upon to decide whether the rates now 
in force are so extortionate as to con- 
fiscate the property of the consumers. 
The company appealed from the dis- 
trict court seeking a higher valuation. 
The court of appeals decided that the 
company was entitled to a higher valu- 
ation. 

As a reason for reversing and re- 
manding this cause, the majority opin- 
ion points to the fact that no interloc- 
utory injunction has been issued. I 
believe that the fact that no injunction 
was issued after the Public Service 
Commission of Indiana, the master in 
the Federal court, and the district 
court had all found that the rates were 
not confiscatory, is but an added rea- 
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son why this court should not agree 
to overturn that finding and shoul 
reverse the cause. It will be wholly 
impossible in my judgment for any 
trial court to try this cause again 
free from the plain implication, in the 
action of this court, that the value 
of the company’s property should be 
found to be approximately 25 per cent 
greater than $22,000,000. How can 
any trial court ignore the fact that the 
court of appeals has indicated a strong 
belief that the value should be raised 
25 per cent? How can any trial court 
escape the conclusion that an injunc- 
tion should now be issued to prevent 
the enforcement of the rates that have 
been in effect? 

There is nothing strange or unusu- 
al about the decree of the district 
court fixing a value as of November 
23, 1935, as well as of April 1, 1933. 
Any other action by the court would 
have gone directly in the teeth of the 
plain mandates of this court in other 
cases. Not only was the district court 
compelled to attempt to find the value 
as of 1933 and as of 1935, but under 
the opinions of this court it was nec- 
essary that it attempt to lift the veil 
of the future, peer into its mysteries, 
and determine the value of the com- 
pany’s property for a reasonable time 
after 1935. Its action was dictated 
by the command of this court that “an 
honest and intelligent forecast of prob- 
able future values made upon a view 
of all relevant circumstances, is essen- 
tial.”” Missouri ex rel. Southwestern 
Bell Teleph. Co. v. Public Service 
Commission, supra. If this language 
was not sufficient as an imperative ad- 
monition for the judge to become 4 
prophet, there was the statement made 
by this court in connection with the 
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appraisal of this particular company’s 
property in McCardle v. Indianapolis 
Water Co. supra, 272 U. S. at pp. 408, 
409, P.U.R.1927A, at p. 22, that: 
“It must be determined whether the 
rates complained of are yielding and 
will yield . . . a reasonable rate of 
return on the value of the property at 
the time of the investigation and for a 
reasonable time in the immediate fu- 
ture.” Surely it is not a ground for 
reversing the cause now that the dis- 
trict court has followed these instruc- 
tions. Is the majority overruling 
these cases? Must the district court, 
when the case is tried “anew,” obey 
the former mandates “to prophesy”’ or 
does the opinion of the majority mean 
it should not prophesy? If the trial 
court does prophesy, and human falli- 
bility brings error into the prophecy, 
will this court again six years hence, 
reverse and remand for another trial 
“anew”? I believe this affirmance 
adds additional uncertainty to the ex- 
isting chaos of rules and formulas 
created by judicial pronouncement in 
the field of rate litigation. I further 
believe it to be wrong to send this case 
back for another trial, because I be- 
lieve the record affirmatively shows 
that the consumers of water in Indian- 
apolis are already compelled to pay 
an unjustifiable price for their water 
on account of previous judicial over- 
valuation of this property. 


I believe the state of Indiana has 
the right to regulate the price of wa- 
ter in Indianapolis free from inter- 
ference by Federal courts. The courts 
did not deny this right to the states for 
the first hundred years after the adop- 
tion of the Constitution.” But even 
under the comparatively recent doc- 
trine purporting to give Federal courts 
jurisdiction to invalidate rates fixed 
by a state, I am of the opinion that the 
Federal courts have no jurisdiction to 
proceed in this cause. I base this be- 
lief on the record which does not show 
clearly that the stockholders of the In- 
dianapolis Water Company have ever 
made any substantial investment which 
could be confiscated. I further believe 
that the evidence does not clearly es- 
tablish that the rates fixed by the Com- 
mission will fail to provide an income 
amply adequate to pay all interest on 
the company’s funded debt and pro- 
vide far more than a 6 per cent profit 
on any actual value in excess of the 
borrowed capital remaining unpaid. I, 
therefore, believe that this court should 
order this cause dismissed for want of 
jurisdiction or that the judgment of 
the circuit court of appeals should be 
reversed and the opinion of the district 
court dismissing the company’s bill 
should be affirmed. 


22 Munn v. Illinois (1877) 94 U. S. 113, 24 
L. ed. 77. 








21 P.U.R.(N.S.) 





UNITED STATES SUPREME COURT 


UNITED STATES SUPREME COURT 


Railroad Commission of California et al. 


Pacific Gas & Electric Company 


[No. 804.] 
(— U. S. —, 82 L. ed. —, 58 S. Ct. 334.) 


Courts, § 15 — Federal court jurisdiction — Commission decision. 


1. A Federal district court in which an injunction is sought by a public 
utility company to restrain the enforcement of a state Commission’s rate 
order, upon the ground that the order is confiscatory under the Federal 
Constitution, has jurisdiction to determine all the questions in the case, 
local as well as Federal, p. 482. 


Appeal and review, § 48 — Scope of review by Federal court — Commission rate 
order. 

2. A Federal court, in reviewing a rate order of a state Commission alleged 
to be in violation of the due process clause of the Federal Constitution, 
does not sit as an appellate board of revision but to enforce constitutional 
rights, and when the state rate-making agency gives a fair hearing, receives 
and considers the competent evidence that is offered, affords opportunity 
through evidence and argument to challenge the result, and makes its deter- 
mination upon evidence and not arbitrarily, the requirements of procedural 
due process are met, and the question that remains for the Federal court is 
not as to the mere correctness of the method and reasoning adopted by the 
regulating agency but whether the rates it fixed will result in confiscation, 
p. 483. 


Appeal and review, § 78 — Record of proceeding — Effect of affidavits. 

3. Affidavits by an officer of a public utility company and by an officer 
of a state Commission as to the consideration given by the Commission 
to particular evidence are of slight value when the court has the official 
opinion of the Commission stating the course which it pursued and showing 
precisely what the Commission has done, p. 484. 

Valuation, § 2 — Constitutional requirements — Weight to be given to evidence. 
4. No principle of due process requires a rate-making body to base its deci- 
sion as to value upon conjectural and unsatisfactory estimates ; and whether 
a state Commission, in determining a rate base, was in error in treating a 
public utility company’s estimates of reproduction cost as without probative 
force, if error there be, is not a denial of due process, p. 484. 


Valuation, § 32 — Determination of rate base — Historical cost — Absence of 
other probative evidence. 
5. Historical cost is admissible evidence of value, and in a case where the 
Commission has found estimates of reproduction cost erroneous and 
without positive value the court cannot say that the Commission in taking 
historical cost as the rate base was making a finding without evidence and 
therefore arbitrary, p. 484. 
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Valuation, § 39 — Determination of rate base — Reproduction cost. 
6. The cost of reproducing public utility property, although a relevant fact 


which should have appropriate consideration, does not furnish an exclusive 
test of value, p. 484. 


Valuation, § 405 — Sufficiency of findings — Rate base. 
7. The import of a Commission decision in which the Commission specific- 
ally found what it considered to be the rate base and found that such rate 
base was reasonable was held to be that the rate base represented the 
Commission’s conclusion as to the value which should be placed upon a 
public utility company’s property for the purpose of fixing rates, as against 
a contention that the Commission failed to find fair value, where it was 
upon that valuation that the Commission distinctly ruled that the rates it 
established would assure the company a fair return on its properties, p. 
488. 
mublic 


; rate Return, § 63 — Confiscation — Burden of proof. 


-deral 8. A public utility company complaining in a Federal court of the constitu- 
case, tional invalidity of state-made rates is held to the burden of showing that 
invalidity by convincing proof, p. 488. 


t rate (Butter and McReynotps, JJ., dissent.) 
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San Francisco, California, argued the 
cause on both the original argument 
and reargument for appellants; War- 
ren Olney, Jr., of San Francisco, Cali- 
fornia, argued the cause on both the 
original argument and reargument for 
appellee; Oswald Ryan, of Washing- 
ton, D. C., argued the cause for the 
Federal Power Commission, as ami- 
cus curiz, by special leave of court. 


Mr. Chief Justice Hucues deliv- 
ered the opinion of the court: This is 
an appeal from a final decree of the 
district court, composed of three judg- 


es (28 USCA § 380), permanently 
(31) 481 


Commission of the state of California. 

The Commission by its order on 
November 13, 1933 (1 P.U.R.(N.S.) 
1), in a proceeding instituted on its 
own motion, fixed rates for gas sup- 
plied by respondent. In this suit, the 
validity of the order was challenged 
as depriving respondent of property 
without due process of law in viola- 
tion of the Fourteenth Amendment of 
the Constitution of the United States. 
An interlocutory injunction was 
granted and the cause was referred to 
a special master. The parties stipu- 
lated for the submission of the cause 
upon the record made before the Com- 


21 P.U.R.(N.S.) 





UNITED STATES SUPREME COURT 


mission with certain supplementary 
evidence. Following a hearing, the 
master on the basis of findings as to 
value, expenses, and revenues, conclud- 
ed that the rates prescribed were con- 
fiscatory and void. (1936) 13 F. Supp. 
931, 932, 13 P.U.R.(N.S.) 520. The 
district court expressly stated that it 
did “not pass upon the factual excep- 
tions to the master’s report” and did 
“not approve or reject his findings as 
to the fair value” of the property “or 
determine the net income” which 
would result from the assailed rates, 
“or determine what would be a fair 
rate of return,” but rested its decision 
“solely upon the denial of due process 
of law by the Commission in fixing 
the rates in question.” Id., p. 936 (13 
P.U.R.(N.S.) at p. 528). Rehearing 
was denied. (1936) 16 F. Supp. 884, 
17 P.U.R.(N.S.) 7. On appeal here 
the decree was affirmed by an equally 
divided court. (1937) 301 U. S. 669, 
81 L. ed. 1333, 57 S. Ct. 935. Rear- 
gument was ordered (October 11, 
1937) 302 U. S. —, 82 L. ed. —, 58 
S. Ct. 3, and has been had. 

The parties have not brought be- 
fore us the evidence that was taken 
before the Commission or that was be- 
fore the court below, with the excep- 
tion of certain affidavits by the presi- 
dent of the respondent and the presi- 
dent of the Commission, respective- 
ly, in relation to the proceedings be- 


fore the Commission. Respondent 
has in effect challenged the action of 
the Commission as invalid upon the 
face of its opinion and order. 39 Cal, 
R. C. R. 53, 1 P.U.R.(N.S.) 1. Ap. 
pellants have accepted that challenge, 

[1] 1. Respondent seeks to sustain 
the decree upon the ground that the 
Commission’s order was not author- 
ized by the state law. Because of the 
Federal question raised by the bill of 
complaint, the district court had ju- 
risdiction to determine all the questions 
in the case, local as well as Federal. 
Siler v. Louisville & N. R. Co. (1909) 
213 U.'S. 175, 191, 53 L. ef Fe 
757, 29 S. Ct. 451; Louisville & N. 
R. Co. v. Garrett (1913) 231 U.S. 
298, 303, 58 L. ed. 229, 238, 34 S. 
Ct. 48; United Fuel Gas Co. v. Ken- 
tucky R. Commission, 278 U. S. 300, 
307, 73 L. ed. 390, 395, P.U.R.1929A, 
433, 49 S. Ct. 150. 

The state statute to which our at- 
tention is directed (§ 32 of the Cali- 
fornia Public Utilities Act (Cal. Stat. 
1923, p. 837) set forth in the mar- 
gin)? provides that whenever the 
Commission after a hearing shall find 
the existing rates charged by a public 
utility to be unjust, unreasonable, dis- 
criminatory, or preferential, the Com- 
mission shall determine the just and 
reasonable rates to be thereafter in 
force. In this instance, the Commis- 
sion’s order shows on its face that the 





1“Section 32. Power to change unjust rates. 
Power to fix new rates. Preservation of ade- 
quate service. (a) Whenever the Commission, 
after a hearing had upon its own motion or 
upon complaint, shall find that the rates, fares, 
tolls, rentals, charges, or classifications, or any 
of them, demanded, observed, charged, or col- 
lected by any public utility for any service or 
product or commodity, or in connection there- 
with, including the rates or fares for excursion 
or commutation tickets, or that the rules, 
regulations, practices, or contracts, or any of 
them, affecting such rates, fares, tolls, rentals, 
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charges, or classifications, or any of them, are 
unjust, unreasonable, discriminatory, or prefer- 
ential, or in anywise in violation of any pro- 
vision of law, or that such rates, fares, tolls, 
rentals, charges, or classifications are insuffi 
cient, the Commission shall determine the just, 
reasonable or sufficient rates, fares, tolls, rent- 
als, charges, classifications, rules, regulations, 
practices, or contracts to be thereafter ob- 
served and in force, and shall fix the same 
by order as hereinafter provided.” (General 
Laws 1931, p. 3541.) 
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Commission found the existing rates 
to be unjust and unreasonable. 39 
Cal. R. C. R. at p. 81. So far as 
respondent contends that this finding 
was not sustained by evidence, it is 
sufficient to say that the evidence is 
not here and we cannot say that the 
ruling lacked support. 


Respondent states that it was de- 
nied a proper hearing, but the record 
shows that the Commission held ex- 
tended hearings, at which the evidence 
offered by respondent was received 
and its arguments were presented.* 39 
Cal. R. C. R. 53. While these hear- 
ings were in progress, and on June 16, 
1933, respondent was cited to show 
cause why interim rates should not be 
put into effect pending the proceeding. 
Respondent stipulated that it would 
complete the presentation of its evi- 
dence before October 1, 1933, and that 
the rates which the Commission estab- 
lished in the proceeding might, if low- 
er than the existing rates, be made re- 
troactive so as to apply to meter read- 
ings made after July 16, 1933, and be- 
fore November 15, 1933. That date 
was later changed by stipulation to 
January 1, 1934. 39 Cal. R. C. R. at 
p. 57. 


We have not been referred to any 
state decisions warranting the conclu- 
sion that the Commission did not af- 
ford a hearing in accordance with the 


state law. We turn to the constitu- 
tional question. 


[2] 2. As the district court did not 





®The opinion of the Commission states that 
“In all, 81 exhibits were introduced presenting 
in great detail the underlying data of this pro- 
ceeding, and 3,729 pages of testimony and 
argument were transcribed. Many witnesses 
testified upon various issues pertinent to a 
general rate case.” The opinion lists the wit- 
nesses on both sides. 39 Cal. R. C. R. 53, 55, 
(1 P.U.R.(N.S.) at p. 6). 
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deal with the issue of confiscation and 
the evidence is not before us, we are 
concerned only with the question of 
procedural due process, that is, wheth- 
er the Commission in its procedure, as 
distinguished from the effect of its 
order upon respondent’s property 
rights, failed to satisfy the require- 
ments of the Federal Constitution. 
We examine this question in the light 
of well-settled principles governing the 
proceedings of rate-making Commis- 
sions. 

The right to a fair and open hear- 
ing is one of the rudiments of fair 
play assured to every litigant by the 
Federal Constitution as a minimal re- 
quirement. Ohio Bell Teleph. Co. v. 
Ohio Pub. Utilities Commission 
(1937) 301 U. S. 292, 304, 305, 81 
L. ed. 1093, 1101, 18 P.U.R.(N.S.) 
305, 57 S. Ct. 724. There must be 
due notice and an opportunity to be 
heard, the procedure must be consist- 
ent with the essentials of a fair trial, 
and the Commission must act upon 
evidence and not arbitrarily. Inter- 
state Commerce Commission v. Louis- 
ville & N. R. Co. (1913) 227 U. S. 
88, 91, 57 L. ed. 431, 433, 33 S. Ct. 
185; St. Joseph Stock Yards Co. v. 
United States (1936) 298 U. S. 38, 
51, 80 L. ed. 1033, 1041, 14 P.U.R. 
(N.S.) 397, 56 S. Ct. 720; Morgan 
v. United States (1936) 298 U. S. 468, 
480, 80 L. ed. 1288, 1294, 56 S. Ct. 
906; Ohio Bell Teleph. Co. v. Ohio 
Pub. Utilities Commission, supra. As 
we have seen, the respondent was 
heard, the Commission received the 
testimony of respondent’s witnesses, 
its exhibits and arguments. There is 
nothing whatever to show that the 
hearing was not conducted fairly. 

The complaint is not of the absence 
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of these rudiments of fair play but of 
the method by which the Commission 
arrived at its result. As to this a 
fundamental distinction must be ob- 
served. While a fair and open hear- 
ing must be accorded as an inexorable 
safeguard, we do not sit as an appel- 
late board of revision but to enforce 
constitutional rights. San Diego Land 
& Town Co. v. Jasper (1903) 189 U. 
S. 439, 446, 47 L. ed. 892, 896, 23 S. 
Ct. 571. When the rate-making agen- 
cy of the state gives a fair hearing, 
receives and considers the competent 
evidence that is offered, affords op- 
portunity through evidence and argu- 
ment to challenge the result, and makes 
its determination upon evidence and 
not arbitrarily, the requirements of 
procedural due process are met, and 
the question that remains for this 
court, or a lower Federal court, is not 
as to the mere correctness of the meth- 


od and reasoning adopted by the regu- 
lating agency but whether the rates it 
fixes will result in confiscation. 


We have recently had occasion to 
emphasize this distinction in passing 
upon an order of the appellate Com- 
mission in the case of Los Angeles 
Gas & E. Corp. v. California R. Com- 
mission, 289 U. S. 287, 304, 77 L. ed. 
1180, 1191, P.U.R.1933C, 229, 240, 
53 S. Ct. 637. We said: 

“The legislative discretion implied 
in the rate-making power necessarily 
extends to the entire legislative proc- 
ess, embracing the method used in 
reaching the legislative determination 
as well as that determination itself. 
We are not concerned with either, so 
long as constitutional limitations are 
not transgressed. When the legisla- 
tive method is disclosed, it may have 
a definite bearing upon the validity of 
21 P.U.R.(N.S.) 


the result reached, but the judicial 
function does not go beyond the deci- 
sion of the constitutional question, 
That question is whether the rates as 
fixed are confiscatory. And upon that 
question the complainant has the bur- 
den of proof and the court may not 
interfere with the exercise of the 
state’s authority unless confiscation is 
clearly established.”’ 

This controlling principle was reit- 
erated, with due emphasis upon the 
necessity of a fair hearing, in the case 
of West Ohio Gas Co. v. Ohio Pub. 
Utilities Commission (1935) 294 U. 
S. 63, 70, 79 L. ed. 761, 768, 6 P.ULR. 
(N.S.) 449, 453, 55 S. Ct. 316, in 
these words: 

“Our inquiry in rate cases coming 
here from the state courts is whether 
the action of the state officials in the 
totality of its consequences is consist- 
ent with the enjoyment by the regulat- 
ed utility of a revenue something 
higher than the line of confiscation. 
If this level is attained, and attained 
with suitable opportunity through evi- 
dence and argument (Southern R. Co. 
v. Com. ex rel. Virginia [1933] 290 
U. S. 190, 78 L. ed. 260, 4 P.U.R. 
(N.S.) 293, 54 S. Ct. 148) to chal- 
lenge the result, there is no denial of 
due process, though the proceeding is 
shot through with irregularity or er- 
ror.” The statement is equally ap- 
plicable, as the Los Angeles Case 
shows, when the order of a state Com- 
mission is assailed in a Federal court. 

[8-6] 3. The gravamen of re- 
spondent’s complaint is that the Com- 
mission refused to consider the fair 
value of respondent’s property and in 
fixing the rate base “gave weight and 
effect solely to the historical cost.” 

Respondent supports its contention 
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by referring to the statement of the 
Commission that during its entire his- 
tory, “to determine a proper rate base, 
this Commission has used the actual 
or estimated historical costs of the 
properties undepreciated, with land at 
the present market value,” and, con- 
sistently with that, the Commission 
has “used the sinking-fund method to 
determine the allowance for deprecia- 
tion to be included in operating ex- 
penses.” The Commission gave its 
reasons why this “historical method 
has dominated the Commission’s find- 
ings.” 39 Cal. R. C. R. at p. 61, 
1 P.U.R.(N.S.) at p. 11. The text of 
this portion of the Commission’s state- 
ment is given in the margin.’ Refer- 
ence is also made to statements of the 
Commission in its supplemental in- 
vestigation in the light of the opinion 
of the district court on the motion for 
an interlocutory injunction. (1934) 
39 Cal. R. C. R. 209; (1934) 5 F. 
Supp. 878, 4 P.U.R.(N.S.) 260. 

But it does not follow from these 
statements that the Commission re- 
fused to receive evidence of the cost 
of reproduction or to consider that or 
other evidence presented by respond- 
ent with respect to the value of its 


property. The contrary clearly ap- 
pears. 

Respondent submitted to the district 
court affidavits of its president setting 
forth its contention that no considera- 
tion was given to reproduction cost. 
This contention was combated by an 
affidavit of the president of the Com- 
mission in which it is stated that the 
Commission gave careful considera- 
tion to all the testimony of record rel- 
ative to value and to the testimony 
offered by respondent respecting re- 
production cost. These affidavits are 
of slight value as we have the official 
opinion of the Commission stating the 
course which it pursued. That opin- 
ion shows precisely what the Com- 
mission has done in this instance. The 
Commission states, 39 Cal. R. C. R. at 
p. 68, 1 P.U.R.(N.S.) at p. 18: 

“Testimony regarding the cost to 
reproduce the properties here under 
consideration was presented by the 
company’s valuation engineer on sev- 
eral price bases, all being developed 
through the application of price trans- 
lation factors, and not through the ap- 
plication of appropriate prices to an 
inventory of the property. In each 
pricing period offered the estimate to 





8“During its entire history in establishing 
reasonable rates for utilities similar to this 
company, to determine a proper rate base this 
Commission has used the actual or estimated 
historical costs of the properties undepreciated, 
with land at the present market value. Con- 
sistent with this, it has used the sinking-fund 
method to determine the allowance for depre- 
ciation to be included in operating expenses. 

“This historical method has dominated the 
Commission’s findings for several principal 
reasons. It is well grounded upon established 
facts, is not subject to the vagaries of pet 
theories, unlimited imagination, and abrupt 
fluctuation of current prices and passing con- 
ditions, and therefore indicates a truer measure 
of value upon which, through the application 
of rates, a return may be allowed to reimburse 
the owner for his enterprise and insure the 
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integrity of his capital honestly and prudent- 
ly invested. At the same time it prevents 
unwarranted demands upon the consumer 
through the projections of future rates on 
ephemeral values and stabilizes rates so that 
economic shocks from such changes are re- 
duced to a minimum. 

“It is an economical procedure, where the 
books of the companies are reasonably well 
kept, as obtains in practically all of the major 
utilities of this state, full compliance with 
which will prevent unwarranted expenditures 
of money by the Commission, the public and 
the company, which inures to the benefit of 
both the consumers and the utility. It is a 
more rapid procedure insuring quicker com- 
pliance with necessities as they arise.” (39 
Cal. R. C. R. at p. 61, 1 P.U.R.(N.S.) at p. 
11.) 
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reproduce was higher than the histori- 
cal cost. For the first six months’ pe- 
riod of 1933 the reproduction cost was 
shown as 8 per cent higher than his- 
torical. A perusal of price trend 
charts introduced by the company else- 
where in the proceedings indicate that 
the estimate must be in error. It is 
not conceivable that a property, 80 per 
cent of which has been constructed in 
the high price period following 1919, 
could not be reproduced for a lesser 
cost under prices prevailing in the 
first six months of 1933. Witness for 
the city of San Francisco clearly indi- 
cated why the estimate was erroneous 
when he showed that the method used 
ignored certain factors tending in lat- 
er years to decrease cost, such as im- 
provement in construction materials 
and methods, increased use of me- 
chanical equipment and a lessening in 
the width of the excavations and pave- 
ment cut. The estimates of cost to 
reproduce are not at all convincing 
and cannot be of positive value in this 
proceeding.” 

The Commission was entitled to 
weigh the evidence introduced, wheth- 
er relating to reproduction cost or to 
other matters. The Commission was 
entitled to determine the probative 
force of respondent’s estimates. That 
the Commission did so is apparent 
from both its statement to that effect 


and the reasons it gives for consider- , 


ing these estimates to be without posi- 
tive value. The Commission com- 
pared them with other evidence and 
found the estimates to be erroneous. 
It found that 80 per cent of the prop- 
erty had been constructed in the prior 
“high priced period” and the Com- 
mission thought it inconceivable that 
the property could not be reproduced 
21 P.U.R.(N.S.) 


“for a lesser cost under prices prevail- 
ing in the first six months of 1933,” 
These statements not only do not sug- 
gest but definitely rebut an inference 
of arbitrary action. 

There is no principle of due process 
which requires the rate-making body 
to base its decision as to value, or 
anything else, upon conjectural and 
unsatisfactory estimates. We have 
had frequent occasion to reject such 
estimates. Minnesota Rate Cases 
(Simpson v. Shepard [1913]) 230U. 
S. 352, 452, 57 L. ed. 1511, 1563, 33 
S. Ct. 729, 48 L.R.A.(N.S.) 1151, 
Ann. Cas. 1916A, 18; Los Angeles 
Gas & E. Corp. v. California R: Com- 
mission, supra; Lindheimer v. Illinois 
Bell Teleph. Co. (1934) 292 U. S. 
151, 163, 78 L. ed. 1182, 1190, 3 
P.U.R.(N.S.) 337, 54 S. Ct. 658. 
Whether in this instance the Commis- 
sion was in error in treating respond- 
ent’s estimates as without probative 
force, we have no means of knowing 
as the evidence is not before us, but 
its error in that conclusion, if error 
there be, was not a denial of due proc- 
ess. Los Angeles Gas & E. Corp. v. 
California R. Commission, supra; 
Ohio Bell Teleph. Co. v. Ohio Pub. 
Utilities Commission, supra. 

Nor did the ruling with respect to 
the weight of evidence as to repro- 
duction cost leave the Commission 
without evidence of the value of re- 
spondent’s property. We have fre- 
quently held that historical cost is ad- 
missible evidence of value. For ex- 
ample, in the Los Angeles Gas & E. 
Corp. Case, supra, at pp. 241, 242, of 
P.U.R.1933C, we said that “no one 
would question that the reasonable 
cost of an efficient public utility sys 
tem “is good evidence of its value at 
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the time of construction,’” and that 
“such actual cost will continue fairly 
well to measure the amount to be at- 
tributed to the physical elements of the 
property so long as there is no change 
in the level of applicable prices,” cit- 
ing McCardle v. Indianapolis Water 
Co. (1926) 272 U. S. 400, 411, 71 L. 
ed. 316, 325, P.U.R.1927A, 15, 47 S. 
Ct. 144. And we added that “when 
such a change in the price level has 
occurred, actual experience in the con- 
struction and development of the prop- 
erty, especially experience in a recent 
period, may be an important check 
upon extravagant estimates.’’ While 
the court has frequently declared that 
“in order to determine present value, 
the cost of reproducing the property is 
a relevant fact which should have ap- 
propriate consideration,’ we have 
been careful to point out that “the 
court has not decided that the cost of 


reproduction furnishes an exclusive 
test” and in that relation we have “‘em- 
phasized the danger in resting conclu- 
sions upon estimates of a conjectural 


character.” And in the Los Angeles 
Gas & E. Corp. Case, supra, at p. 243 
of P.U.R.1933C, with the evidence 
before us which had been taken by 
the Commission and by the district 
court, we held that on that evi- 
dence it did not appear to be “un- 
fair to the company, in fixing rates 
for the future, to take the historical 
cost as found by the Commission as 
evidence of the value of the company’s 
structural property at the time of the 
rate order.” In the instant case we 
cannot say that the Commission, in 
taking historical cost as the rate base, 
was making a finding without evi- 
dence and therefore arbitrary. 


The decisions cited by respondent 
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do not require a different conclusion. 
In Northern P. R. Co. v. Department 
of Public Works, 268 U. S. 39, 43, 
69 L. ed. 837, 840, P.U.R.1925D, 93, 
45 S. Ct. 412, we said that the Com- 
mission’s action in reducing rates by 
an order dependent wholly “upon a 
finding made without evidence” or 
“upon a finding made upon evidence 
which clearly does not support it” in 
the face of unchallenged evidence of 
probative value showing that the rates 
were already confiscatory, was an ar- 
bitrary act and a denial of due process. 
In so ruling, we fully recognized the 
principle that “mere error in reason- 
ing upon evidence introduced” does 
not invalidate an order. In Chicago, 
M. & St. P. R. Co. v. Idaho Pub. Util- 
ities Commission, 274 U. S. 344, 71 
L. ed. 1085, P.U.R.1927D, 340, 346, 
47 S. Ct. 604, the Idaho Commission 
and the state court had refused “to 
consider the evidence introduced by 
the carriers to show that the rates in 
question are too low and confiscatory.” 
In West v. Chesapeake & P. Teleph. 
Co. (1935) 295 U. S. 662, 79 L. ed. 
1640, 8 P.U.R.(N.S.) 433, 438, 442, 
55 S. Ct. 894, upon which the district 
court relied, the court took the view 
that the Commission had based its 
action upon the application of “gener- 
al commodity indices to a conglomer- 
ate of assets constituting a utility 
plant,” and had resorted, on account 
of the wide variation of results caused 
by the use of different indices, to what 
the court described as a “rule of thumb 
corrective” by “weighting the several 
indices upon a principle known only 
to itself,” and had substituted that 
sort of calculation “for such factors 
as historical cost and cost of reproduc- 
tion.” In that view, the court thought 
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that the Commission had acted arbi- 
trarily, and hence that its order fell 
within the principle of the Northern 
P. R. Co. Case, supra. No such pro- 
cedure appears here. In St. Louis & 
O’Fallon R. Co. v. United States, 279 
U. S. 461, 73 L. ed. 798, P.U.R. 
1929C, 161, 49 S. Ct. 384, the court 
was not dealing with the order of a 
state Commission, or with a question 
of due process, but with the command 
of Congress addressed to the Inter- 
state Commerce Commission in rela- 
tion to its valuations of railway prop- 
erty. The court construed that com- 
mand and found that it had not been 
obeyed. 

[7] 4. The contention that the Com- 
mission failed to find the fair value 
of respondent’s property presents sub- 
stantially the same question in another 
form. What the Commission found 
appears by its own opinion. The 
court below was bound to go to that 
opinion to ascertain the Commission’s 
findings. The Commission specifical- 
ly found what it considered to be the 
rate base. 39 Cal. R. C. R. 53, 80, 
1 P.U.R.(N.S.) at p. 28. The Com- 
mission found that rate base to be 
reasonable. Id., p. 81, note, 1 P.U.R. 
(N.S.) at p. 29. The import of its 
opinion is that the rate base represent- 
ed the Commission’s conclusion as to 
the value which should be placed upon 
respondent’s property for the purpose 
of fixing rates. It was upon that val- 
uation that the Commission distinctly 
ruled that the rates it established 
would “assure the company a fair re- 
turn on its properties.” Respondent 
was entitled to contest the value thus 
placed upon its properties, or any part 
of them, to insist that the value taken 
as the rate base was too low, and that 
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in consequence the prescribed rates 
were confiscatory. That was the is. 
sue upon which the court below should 
have passed. But respondent cannot 
successfully contend that it was not 
heard by the Commission, that the 
evidence respondent offered was not 
received and considered, and its com- 
petency and weight determined by the 
Commission, or that the Commission 
did not place its valuation upon the 
property and fix the rates upon the 
basis of that valuation. Respondent 
utterly fails to show that in the pro- 
cedure of the Commission it was de- 
nied due process of law. 

[8] 5. There is a further conten- 
tion as to the burden of proof. But 
the applicable rule is clear. Respond- 
ent is in a Federal court complaining 
of the constitutional invalidity of 
state-made rates and respondent is 
held to the burden of showing that 
invalidity by convincing proof. Los 
Angeles Gas & E. Corp. v. California 
R. Commission, supra; Lindheimer v. 
Illinois Bell Teleph. Co. supra; Day- 
ton Power & Light Co. v. Ohio Pub. 
Utilities Commission (1934) 292 U. 
S. 290, 298, 78 L. ed. 1267, 1274, 3 
P.U.R.(N.S.) 279, 54 S. Ct. 647. 


Respondent suggested in the argu- 
ment at bar that the court should di- 
rect the evidence to be sent up for the 
purpose of determining the points pre- 
sented on this appeal. We see no suf- 
ficient reason for that course. The 
parties agreed upon the record to be 
submitted. 

The main issue in this litigation is 
whether the rates as fixed by the Com- 
mission’s order are confiscatory. The 
district court did not determine that 
issue. The district court should de- 
termine it. The decree is reversed 
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and the cause is remanded for further 
proceedings in conformity with this 
opinion. 

It is so ordered. 


Mr. Justice Black concurs in the 
reversal of the decree. 


Mr. Justice Sutherland took no part 
in the consideration and decision of 
this case. 


Mr. Justice BUTLER, dissenting: 
The district court held that the Com- 
mission refused to consider the com- 
pany’s evidence of the cost of repro- 
duction and failed to find the value 
of the property used to furnish the 
gas covered by the challenged rates. 
On that basis of fact, it was bound by 
our decisions to set aside the order as 
repugnant to the due process clause 
of the Fourteenth Amendment.‘ 

This court holds that the Com- 
mission did consider the cost of re- 
production and that error, if any, in 
appreciation of that item of evidence 
would not be a denial of due process. 
But as to whether the Commission 
found or did not find value, the opin- 
sion is not clear. It states that the 
Commission “specifically found what 
it considered to be the rate base,” 
found “that rate base to be reason- 


able,” and that “The import of its 
opinion is that the rate base represent- 
ed the Commission’s conclusion as to 
the value which should be placed upon 
respondent’s [appellee’s] property for 
the purpose of fixing rates.”*® If the 
decision goes on the ground that the 
Commission found and based its or- 
der on the value of the company’s 
property, it rests on a fundamental 
fact without support in the record and 
contrary to the special master’s opin- 
ion and the district court’s finding, 
which appellants do not here chal- 
lenge. If the decision goes on the 
ground that the Commission based its 
determination upon historical cost, 
then it is directly contrary to our ear- 
lier decisions, and reverses the lower 
court for doing what they required it 
to do—enter a decree setting aside 
the order as having been made with- 
out procedural due process of law. 
As to value.—Since by legislation 
fixing their charges, public utilities 
are compelled to use their properties 
in the service of the public, due proc- 
ess of law requires that the rates pre- 
scribed shall be sufficient to yield them 
just compensation; i.e., reasonable 
rates of return upon the value of their 
properties. The value to be ascer- 
tained is the money equivalent of the 





*Northern P. R. Co. v. Department of 
Public Works, 268 U. S. 39, 69 L. ed. 837, 
P.U.R.1925D, 93, 45 S. Ct. 412; Chicago, M. 
& St. P. R. Co. v. Idaho Pub. Utilities Com- 
mission, 274 U. S. 344, 71 L. ed. 1085, P.U.R. 
1927D, 340, 47 S. Ct. 604; West v. Chesapeake 
& P. Teleph. Co. (1935) 295 U. S. 662, 79 
L, ed. 1640, 8 P.U.R.(N.S.) 433, 55 S. Ct. 
894. See also the opinions of the district court 
in this case. (1934) 5 F. Supp. 878, 4 P.U.R. 
(N.S.) 260; (1936) 13 F. Supp. 931, 13 
P.U.R.(N.S.) 520; (1936) 16 F. Supp. 884, 
17 P.U.R.(N.S.) 7. 


See ninth page of the Court’s opinion. It 
there quotes part of a sentence near the end 
of the Commission’s report: “assure the com- 
pany a fair return on its properties.” 39 Cal. 
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R. C. R. at p. 80, 1 P.U.R.(N.S.) at p. 28. 
Taken with other parts of the report, these 
words emphasize the Commission’s purpose not 
to find value. 

6 Railroad Commission Cases (1886) 116 
U. S. 307, 331, 29 L. ed. 636, 644, 6 S. Ct. 334, 
388, 1191; Dow v. Beidelman (1888) 125 U. S. 
680, 691, 31 L. ed. 841, 844, 8 S. Ct. 1028, 2 
Inters. Com. Rep. 56; Georgia R. & Bkg. Co. 
v. Smith (1888) 128 U. S. 174, 179, 32 L. ed. 
377, 380, 9 S. Ct. 47; Chicago, M. & St. P. R. 
Co. v. Minnesota ex rel. R. & Warehouse 
Commission (1890) 134 U. S. 418, 458, 33 
L. ed. 970, 981, 10 S. Ct. 462, 702, 3 Inters. 
Com. Rep. 209; Reagan v. Farmers Loan & T. 
Co. (1894) 154 U. S. 362, 399, 38 L. ed. 1014, 
1024, 14 S. Ct. 1047, 4 Inters. Com. Rep. 560; 
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property, the amount to which the 
owner would be entitled upon expro- 
priation.” It is elementary that cost 
is not the measure of value.® 

In Smyth v. Ames, supra, at p. 546 
of 169 U. S., the court said: “‘We 
hold, however, that the basis of all 
calculations as to the reasonableness 
of rates to be charged by a corporation 
maintaining a highway under legisla- 
tive sanction must be the fair value of 
the property being used by it for the 
convenience of the public. And in 
order to ascertain that value, the orig- 
inal cost of construction, the amount 
expended in permanent improvements, 
the amount and market value of its 
bonds and stock, the present as com- 
pared with the original cost of con- 
struction, the probable earning capac- 
ity of the property under particular 
rates prescribed by statute, and the 
sum required to meet operating ex- 
penses, are all matters for considera- 
tion, and are to be given such weight 
as may be just and right in each case. 
We do not say that there may not be 
other matters to be regarded in esti- 
mating the value of the property. 
What the company is entitled to ask 
is a fair return upon the value of that 
which it employs for the public con- 
venience. On the other hand, what 
the public is entitled to demand is that 
no more be exacted from it for the 
use of a public highway than the serv- 


ices rendered by it are reasonably 
worth.” 

In Minnesota Rate Cases (Sim 
v. Shepard [1913]) 230 U. S. 352, 
434, 57 L. ed. 1511, 33 S. Ct. 729, 4g 
L.R.A.(N.S.) 1151, Ann. Cas, 
1916A, 18, the court said: “The 
basis of calculation is the ‘fair value 
of the property’ used for the conven- 
ience of the public. The as- 
certainment of that value is not con- 
trolled by artificial rules. It is not a 
matter of formulas, but there must be 
a reasonable judgment having its 
basis in a proper consideration of all 
relevant facts. [p. 454.] It 
is clear that in ascertaining the pres- 
ent value we are not limited to the 
consideration of the amount of the 
actual investment. As the 
company may not be protected in its 
actual investment, if the value of its 
property be plainly less, so the mak- 
ing of a just return for the use of the 
property involves the recognition of 
its fair value if it be more than its 
cost. The property is held in private 
ownership and it is that property, and 
not the original cost of it, of which 
the owner may not be deprived with- 
out due process of law.” 

The principle applied in Smyth v. 
Ames, supra, has long governed wher- 
ever judicial action has been invoked 
to enforce the rule of just compensa- 
tion.’ It is binding upon state courts 





Ames v. Union P. R. Co. (1894) 64 Fed. 165, 
176, 4 Inters. Com. Rep. 835; Smyth v. Ames 
(1898) 169 U. S. 466, 526, 541, 542, 544, 546, 
42 L. ed. 819, 842, 847, 848, 849, 18 S. Ct. 418. 

7 Monongahela Nav. Co: v. United States 
(1893) 148 U. S. 312, 327, 37 L. ed. 463, 468, 
13 S. Ct. 622; Seaboard Air Line R. Co. v. 
United States (1923) 261 U. S. 299, 304, 67 
L. ed. 664, 669, 43 S. Ct. 354; Brooks-Scanlon 
Corp. v. United States (1924) 265 U. S. 106, 
123, 68 L. ed. 934, 941, 44 S. Ct. 471; Jacobs 
v. United States (1933) 290 U. S. 13, 16, 17, 
78 L. ed. 142, 143, 144, 54 S. Ct. 26, 96 A.L.R. 
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1; Olson v. United States (1934) 292 U. S. 
246, 255, 78 L. ed. 1236, 1244, 54 S. Ct. 704. 
8'Smyth v. Ames, supra; Willcox v. Con- 
solidated Gas Co. (1909) 212 U. 19, 52, 
53 L. ed. 382, 399, 29 S. Ct. 192, LRA 
(N.S.) 1134, 15 Ann. Cas. 1034; Missouri 
ex rel. Southwestern Bell Teleph. oo v. Pub- 
lic Service Commission, 262 U. S. 276, 287, 
67 L. ed. 981, 984, P.U.R.1923C, 158, 43 S. Ct. 
544, 31 A.L.R. 807. 
9'For example, see: San Diego Land & 
Town Co. v. National City (1899) 174 ue . 
739, 757, 43 L. ed. 1154, 1161, 19 S. Ct. 804 
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and Commissions. But the Califor- 
nia Commission refuses to follow the 
established rule. It does not ascer- 
tain or use present value but in its 
place takes historical cost, actual or 
estimated, as the basis of its deter- 
mination in rate judging and rate 
making. 

In Re Los Angeles Gas & E. Corp. 
(1930) 35 Cal. R. C. R. 443, 445, 
P.U.R.1931A, 132, 137, the Commis- 
sion said: “This Commission for 
many years has fixed rates 
to yield upon the historical or actual 
cost of the property, taking land, how- 
ever, at current values and deprecia- 
tion calculated on a sinking-fund bas- 
is, a return somewhat in excess of the 


cost of the money invested in the prop- 
erty. gas 


So in the practice of the Commis- 
sion, actual cost of all items other than 
land, which is included at its market 
value, comes to be called “historical 
cost” which when found to be, or 
modified to make it “reasonable,” is 
called “prudent investment” or “rate 
base.” 74 The Commission takes cost 
without regard to age of the items, 
changes in price levels, present cost to 
construct, depreciation, obsolescence, 
or usefulness. 

In that case, Commissioner Decoto, 
dissenting, said at p. 474 of 35 Cal. 
R. C. R. (P.U.R.1931A, at p. 164): 
“The California Commission 





San Diego Land & Town Co. v. Jasper (1903) 
189 U. S. 439, 442, 47 L. ed. 892, 894, 23 S. Ct. 
571; Stanislaus County v. San Joaquin & K. 
River Canal & Irrig. Co. (1904) 192 U.S. 201, 
215, 48 L. ed. 406, 413, 24 S. Ct. 241; Knox- 
ville v. Knoxville Water Co. (1909) 212 U. S. 
1, 13, 18, 53 L. ed. 371, 380, 382, 29 S. Ct. 148; 
Willcox v. Consolidated Gas Co. (1909) 212 
U. S. 19, 41, 53 L. ed. 382, 395, 29 S. Ct. 192, 
48 L.R.A.(N.S.) 1134, 15 Ann. Cas. 1034; 
Lincoln Gas & E. L. Co. v. Lincoln (1912) 
223 U. S. 349, 358, 56 L. ed. 466, 470, 32 
S. Ct. 271; Minnesota Rate Cases, supra; 
Missouri Rate Cases (Knott v. Chicago, B. 
& Q. R. Co. [1913]) 230 U. S. 474, 498, 57 
L. ed. 1571, 1590, 33 S. Ct. 975; Denver v. 
Denver Union Water Co. 246 U. S. 178, 
190, 62 L. ed. 649, 660, P.U.R.1918C, 640, 
38 S. Ct. 278; Missouri ex rel. Southwestern 
Bell Teleph. Co. v. Public Service Commis- 
sion, supra; Bluefield Water Works & Improv. 
0. v. West Virginia Pub. Service Commis- 
sion, 262 U. S. 679, 690, 67 L. ed. 1176, 1181, 
P.U.R.1923D, 11, 43 S. Ct. 675; Dayton-Goose 
Creek R. Co. v. United States (1924) 263 
U. S. 456, 481, 68 L. ed. 388, 399, 44 S. Ct. 169, 
33 A.L.R. 472; Ohio Utilities Co. v. Public 
Utilities Commission, 267 U. S. 359, 362, 69 
L. ed. 656, 658, P.U.R.1925C, 599, 45 S. Ct. 
259; Public Utility Comrs. v. New York 
Teleph. Co. 271 U. S. 23, 31, 70 L. ed. 808, 812, 
P.U.R.1926C, 740, 46 S. Ct. 363; McCardle 
v. Indianapolis Water Co. (1926) 272 U. S. 
400, 408, 409, 71 L. ed. 316, 323, 324, P.ULR. 
1927A, 15, 47 S. Ct. 144; United R. & Electric 
Co. v. West, 280 U. S. 234, 253, 254, 74 
L, ed. 390, 410, 411, P.U.R.1930A, 225, 50 
S. Ct. 123; Los Angeles Gas & E. Corp. 
v. California R. Commission, 289 U. S. 287, 
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305, et seq. 77 L. ed. 1180, 1192, P.U.R.1933C, 
229, 53 S. Ct. 637; West v. Chesapeake & P. 
Teleph. Co. (1935) 295 U. S. 662, 671, 79 
L. ed. 1640, 1646, 8 P.U.R.(N.S.) 433, 55 S. 
Ct. 894. 

Alton Water Co. v. Illinois Commerce Com- 
mission, 279 Fed. 869, 872, P.U.R.1922E, 623; 
Minneapolis v. Rand (1923) 285 Fed. 818, 827; 
Mobile Gas Co. v. Patterson (1923) 293 Fed. 
208, 214, P.U.R.1924B, 644; New York Teleph. 
Co. v. Prendergast (1924) 300 Fed. 822, 825, 
P.U.R.1925A, 491; Southern Bell Teleph. & 
Teleg. Co. v. South Carolina R. Commission 
(1925) 5 F. (2d) 77, 91, 92, P.U.R.1926A, 6; 
Middlesex Water Co. v. Public Utility Comrs. 
10 F. (2d) 519, 533, P.U.R.1926C, 707; Idaho 
Power Co. v. Thompson, 19 F. (2d) 547, 552, 
P.U.R.1927D, 388. 

10 See, e.g.: Re Coast Valleys Gas & E. 
Co. (1917) 14 Cal. R. C. R. 460; Re Southern 
Sierras Power Co. (1920) 18 Cal. R. C. R. 
818; Re Southern California Edison Co. 19 
Cal. R. C. R. 595, P.U.R.1921D, 65, and 
(1923) 23 Cal. R. C. R. 981, P.U.R.1924C, 1; 
Re San Joaquin Light & P. Corp. 21 Cal. R. 
C. R. 545, P.U.R.1922D, 595; Re Pacific Gas 
& E. Co. (1922) 22 Cal. R. C. R. 744, P.ULR. 
1923C, 385; Re Great Western Power Co. 22 
Cal. R. C. R. 814, P.U.R.1923C, 545; Re 
Pacific Teleph. & Teleg. Co. (1929) 33 Cal. 
R. C. R. 737, P.U.R.1930C, 481. 

11 For convenience these phrases, “historical 
cost,” “actual cost,” “prudent investment,” and 
“rate base,” will be used to mean the figure 
produced by the application of the formula ex- 
pressed by the Commission in Re Los Angeles 
Gas & E. Corp. (1930) 35 Cal. R. C. R. 443, 
445, P.U.R.1931A, 132, without pausing to 
point out that land is included at present value. 
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has clung ostensibly and theoretically 
to the historical rate base. In reality 
it has given effect to the different ele- 
ments mentioned by the Federal courts 
including fair value including going 
value by allowing a rate of return be- 
tween 8 per cent and 8} per cent on 
historical cost if there be added to the 
historical rate base an amount be- 
tween 10 and 123 per cent, the rate 
base so obtained will approximate fair 
value including going value. So, also 
if there is deducted from 10 per cent 
to 124 per cent from a rate of return 
of 8 per cent or 83 per cent on an his- 
torical cost rate base, it is readily seen 
that there is an actual return varying 
from 7 per cent to 7.75 per cent upon 
fair value including therein a reason- 
able amount for going value. 

During the last two years this Com- 
mission has shown a tendency to cut 
the rate of return upon an historical 
rate base from between 8 per cent and 
83 per cent to 7 per cent, which re- 
duced the rate of return upon a fair 
value basis to 6.124 per cent to 6.3 
per cent.” 

While the dissenting opinion is not 
authoritative and may not be taken to 
express the views of the Commission, 
it usefully interprets and discloses the 
opinions, attitude, and practice of the 
Commission as to ascertainment of 
the figure or base on which it tests ex- 
isting and prescribes future rates. 

In the case now before us, the Com- 
mission used the formula generally 
applied by it. Its report states (39 
Cal. R. C. R. at p. 61, 1 P.U.R.(N.S.) 
at p. 11): “During its entire history 
in establishing reasonable rates for 
utilities similar to this company, to 
determine a proper rate base this Com- 
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mission has used the actual or esti- 
mated historical costs of the proper. 
ties undepreciated, with land at the 
present market value. This 
historical method has dominated the 
Commission’s findings for several 
principal reasons. It is well grounded 
upon established facts, is not subject 
to the vagaries of pet theories, unlim- 
ited imagination, and abrupt fluctua- 
tion of current prices and passing con- 
ditions, and therefore indicates a tru- 
er measure of value. At the 
same time it prevents unwarranted de- 
mands upon the consumer through the 
projections of future rates on ephem- 
eral values and stabilizes rates so that 
economic shocks from such changes 
are reduced to a minimum.” 

The Commission’s figures show that 
it did not attempt or intend to find val- 
ue. Historical cost was not fully dis- 
closed by the company’s records. A 
part was estimated. The company’s 
total was $104,043,472 : the Commis- 
sion found $103,252, 004. From his- 
torical cost ascertained by it, the Com- 
mission deducted “Donations in Aid 
of Construction, $34,325,” added to 
the remainder ‘Materials and Sup- 
plies, $638,828,” and “Working Cash 
Capital, $773,300,” making a total of 
$104,629,807 ; and took the round fig- 
ure, $105,000,000 as rate base. The 
Commission made no appraisal to as- 
certain value, as distinguished from 
cost incurred for the original plant 
plus additions and __ betterments 
through all the years of operation. 
The exclusion of “Donations in Aid 
of Construction” is inconsistent with 
ascertainment of the value, for obvi- 
ously the worth of property is the 
same whatever the source of the title 


492 





RAILROAD COM. OF CALIFORNIA vy. PACIFIC GAS & ELEC. CO. 


or the money with which it was pur- 
chased.” 

The report states that “In this case 
a return will be allowed substantially 
in excess of the reasonably determined 
cost. of money in order that there be 
provided a safety factor in accord- 
ance with the principles adopted by 
this Commission to protect the finan- 
cial structure as well as to allow for 
intangible values not covered by busi- 
ness development costs allowed in the 
operating expenses.” (39 Cal. R.C. R. 
at p. 63, 1 P.U.R.(N.S.) at p. 12.)* 

The Commission included nothing 
in its rate base to cover intangible ele- 
ments of value. It said (39 Cal. R. 
C. R. at p. 69, 1 P.U.R.(N.S.) at 
p. 19): “Even if going value could 
be found here in a definite amount 
there are no proper elements of physi- 
cal value found to which it might be 
related to obtain fair value. Under 
the record there is no tenable depre- 
ciated reproduction cost figure and it 
is wholly inconsistent to attempt to re- 
late going value to undepreciated his- 
torical cost.” This statement clearly 
and rightly implies that properly as- 
certained reproduction cost—condition 
and usefulness considered—indicates 
only the value attributable to the tan- 
gible elements and that to it there 


must be added the amount attributa- 
ble to the intangible elements in order 
to find the value of both; i.e., the 
worth of the plant as a going concern. 

Having taken cost of physical ele- 
ments, the Commission deemed it in- 
appropriate to add anything to cover 
existing going value. It must have 
found that in fact a large amount was 
justly attributable to going value, for 
it declared (39 Cal. R. C. R. at p. 69, 
1 P.U.R.(N.S.) at p. 19): that it 
would accredit the company with “a 
reasonable recognition of going value 
through allowance as an operating ex- 
pense of over $800,000 a year for de- 
velopment expense, which is approxi- 
mately 7 per cent on the company’s 
claimed going value figure, and by the 
additional allowance of return over 
reasonable cost of money.” 

But an allowance in operating ex- 
penses adds nothing to value or to 
return on value. It is not the equiv- 
alent of and may not be substituted 
for inclusion of an _ appropriate 
amount to cover intangible elements. 
Inclusion of an amount for develop- 
ment expenses increases deductions 
from gross revenue and so reduces an- 
nual net earnings, if any, by that 
amount, whereas the addition of 
$800,000 capitalized at 7 per cent 





12San Joaquin & K. River Canal & Irrig. 
Co. v. Stanislaus County (1914) 233 U. S. 
454, 459, 58 L. ed. 1041, 1046, 34 S. Ct. 652; 
Public Utility Comrs. v. New York Teleph. 
Co. 271 U. S. 23, 31, 70 L. ed. 808, 812, P.U.R. 
1926C, 740, 46 S. Ct. 363; Smith v. Illinois 
Bell Teleph. Co. (1930) 282 U. S. 133, 158, 
75 L. ed. 255, 268, P.U.R.1931A, 1, 51 S. Ct. 
65; Public Service Gas Co. v. Public Utility 
Comrs. (1913) 84 N. J. L. 463, 481, 87 Atl. 
651. See also Minnesota Rate Cases (Simp- 
son v. Shepard [1913]) 230 U. S. 352, 434, 
456, 57 L. ed. 1511, 1555, 1564, 33 S. Ct. 729, 
48 L.R.A.(N.S.) 1151, Ann. Cas. 1916A, 18. 
Cf. dissenting opinion, United R. & Electric 
Co. v. West, 280 U. S. 234, 257, 74 L. ed. 390, 
412, P.U.R.1930A, 225, 50 S. Ct. 123. 
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13 Qur decisions unquestionably show that 
cost of development of the business is not the 
measure of the amount to be attributed to in- 
tangible elements of the propertv, or the meas- 
ure of going value. Des Moines Gas Co. v. 
Des Moines, 238 U. S. 153, 168-171, 59 L. ed. 
1244, 1252, 1253, P.U.R.1915D, 577, 35 S. Ct. 
811; Denver v. Denver Union Water Co. 246 
U. S. 178, 191, 192, 62 L. ed. 649, 661, 662, 
P.U.R.1918C, 640, 38 S. Ct. 278; Galveston 
Electric Co. v. Galveston, 258 U. S. 388, 395, 
et seq., 66 L. ed. 678, 682, P.U.R.1922D, 159, 
42 S. Ct. 351; Los Angeles Gas & E. Corp. 
v. California R. Commission, 289 U. S. 287, 
314, 315, 77 L. ed. 1180, 1197, 1198, P.U.R. 
1933C, 229, 53 S. Ct. 637. 
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would increase by over $11,000,000 
the base on which to calculate return. 
The Commission’s treatment of do- 
nated property, going value and rate 
of return shows that it did not find 
value, and that it intended to and did 
adopt cost figures as the basis on 
which it condemned existing rates and 
ordered the new schedule. 

Immediately after announcement of 
the report the company filed a peti- 
tion for rehearing, in which it direct- 
ly charged that the Commission failed 
to find value, “considered solely the 
historical cost and failed to give any 
effect to the cost of reproduction.” 
The Commission denied rehearing, 
but without in any manner suggesting 
that these allegations were not true. 

In this suit, the complaint alleges 
that the Commission failed to give 
any weight or effect to reproduction 
cost ; “that, in fixing the rate base, the 
Commission gave weight and effect 
solely to the historical cost” ; and that 
it prescribed the rates “without any 
finding of fair value.” 

The answer is a studied denial. The 
defendants do deny that the Commis- 
sion failed to give due weight to com- 
petent evidence of reproduction cost 
and allege that it gave proper weight 
to all the evidence, including evidence 
of reproduction cost; deny that the 
Commission gave weight solely to the 
historical cost; “admit that in fixing 
and prescribing rates the 
Commission did so without any spe- 
cific finding as to ‘fair value’ 
but allege that in substance 


and effect the Commission concluded 
and found in its said decision that the 
fair value of the used and useful prop- 
erties before allowing for accrued de- 
preciation did not exceed the sum 
fixed therein as a reasonable rate base, 
to wit: $105,000,000.” 

The district court referred the case 
to a special master. There was intro- 
duced before him evidence in addition 
to that submitted to the Commission. 
The record here does not contain the 
evidence, his findings or report.* But 
the trial court’s opinion ([1936] 13 
F. Supp. 931, 932, 13 P.U.R.(N.S.) 
520, 522), states that, “While the 
master expressed the opinion ‘that it 
appeared plain to him that the Com- 
mission used cost as the only measure 
of the rate base, itself offering no evi- 
dence on reproduction cost and reject- 
ing that offered upon the subject by 
the company, he preferred not to pass 
upon the question of law thus present- 
ed, but to examine the whole matter 
on the merits.” 

In its opinion on temporary in- 
junction ([1934] 5 F. Supp. 878, 
881, 4 P.U.R.(N.S.) 260), the 
court found that the Commission 
rejected the company’s estimates 
of reproduction cost, did not have 
any detailed estimates of  repro- 
duction cost before it, and did not de- 
termine the reproduction cost of the 
property. Upon final submission of 
the case, the court found that the Com- 
mission on its own motion instituted 
the investigation and “caused to be 
introduced evidence as to the past or 





14It does contain the complaint, to which 
are attached the opinion and order of the Com- 
mission; the company’s petition for rehearing 
and order denying it; appellants’ answer; the 
court’s findings of fact, conclusions of law and 
final decree; the Commission’s petition for re- 
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hearing and affidavit in support of it; the com- 
pany’s answer to that petition, a supporting 
affidavit and one replying to it; the opinions 
of the court on motion for temporary injune- 
tion, on permanent injunction, and on petition 
for rehearing. 
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so-called historical cost sole- 
ly for the purpose of determining such 
past or historical cost as in and of it- 
self constituting the rate base by 
which to judge the reasonableness of 
the plaintiff's existing rates and to 
prescribe new rates, and nei- 
ther introduced nor caused to be in- 
troduced any evidence for the purpose 
of determining the fair value of the 
plaintiff's property or any evidence as 
to its reproduction cost. . . . 
Plaintiff introduced evidence as to the 
reproduction cost of its said property 
and as to its fair value.” No evidence 
was introduced to rebut that offered 
by the plaintiff. 

“'. . On the conclusion of said 
hearings the Commission 
made its order finding that 


the existing rates of the plaintiff were 
unjust and unreasonable and prescrib- 
ing lower rates whereby the plaintiff’s 


income would be reduced by approxi- 
mately $2,100,000 annually. In so 
finding the Commission de- 
clined to give and did not give consid- 
eration or effect to the reproduction 
cost or to the fair value of 
said property, but, except for lands 
constituting less than 5 per cent in val- 
ue of the property, took into 
consideration for the purpose of de- 
termining the rate base only 
the past or historical cost.”” The Com- 
mission applied for rehearing. Its pe- 
tition indicates no claim that it did 
find value or that the court erred in 
holding that it did not; nor does the 
petition suggest that historical cost is 
value or was found or intended by the 


Commission to be the value of the 
property. Indeed it sought a rehear- 
ing on the ground that the court failed 
to find the value of the property. 

There is nothing in the Commis- 
sion’s statement as to the jurisdiction 
of this court, Rule 12, or in its briefs 
here to indicate that it ever claimed or 
now claims that it found present value 
or that historical cost was not the sole 
basis of its calculations. Reversal is 
sought, not on the ground that the 
court erred in holding that the Com- 
mission failed to find the value of the 
property, but upon the claim that the 
court is without power to restrain the 
enforcement of the prescribed rates 
“unless it be found that the enforce- 
ment of the order will result in the 
actual confiscation of the utility’s 
property.” 

But that contention is directly con- 
trary to our decisions. It may be 
taken as certain that if in truth it 
could claim that it did base its deter- 
mination on present value, the Com- 
mission would rely on that fact, for 
then it would not be necessary to have 
overruled, distinguished, explained 
away, glossed over or disregarded the 
line of decisions rightly followed by 
the lower court. 

As to reproduction cost.—It is true 
that sometimes estimates of present 
cost of construction are not reason- 
ably made and are therefore worthless 
as evidence of value.” It is also true 
that, when reasonably made, estimates 
of reproduction cost as of the valua- 
tion date constitute good evidence of 
present value."® 





18 Minnesota Rate Cases (Simpson v. Shep- 
ard [1913]) 230 U. S. 352, 452, 57 L. ed. 
1511, 1563, 33 S. Ct. 729, 48 L.R.A.(N.S.) 
1151, Ann. Cas. 1916A, 18; Lindheimer v. 
Illinois Bell Teleph. Co. (1934) 292 U. S. 151, 
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163, 164, 78 L. ed. 1182, 1190, 1191, 3 P.U.R. 
(N.S.) 337, 54 S. Ct. 658. 

16 Minnesota Rate Cases, supra; Missouri 
ex rel. Southwestern Bell Teleph. Co. v. Pub- 
lic Service Commission, 262 U. S. 276, 287, 
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In Missouri ex rel. Southwestern 
Bell Teleph. Co. v. Public Service 
Commission, 262 U. S. 276, 287, 67 
L. ed. 981, P.U.R.1923C, 193, 199, 
43 S. Ct. 544, 31 A.L.R. 807, we 
said: “It is impossible to. ascertain 
what will amount to a fair return up- 
on properties devoted to public service 
without giving consideration to the 
cost of labor, supplies, etc., at the time 
the investigation is made. An hon- 
est and intelligent forecast of probable 
future values made upon a view of all 
the relevant circumstances, is essen- 
tial. If the highly important element 
of present costs is wholly disregarded 
such a forecast becomes impossible. 
Estimates for tomorrow cannot ig- 
nore prices of today.” 

In McCardle v. Indianapolis Wa- 
ter Co. (1926) 272 U. S. 400, 410, 
71 L. ed. 316, P.U.R.1927A, 15, 23, 
“Tt is 


47 S. Ct. 144, the court said: 
well established that values of utility 
properties fluctuate, and that owners 
must bear the decline and are entitled 


to the increase. The decision of this 
court in Smyth v. Ames (1898) 169 
U. S. 466, 547, 42 L. ed. 819, 849, 18 
S. Ct. 418, declares that to ascertain 
value ‘the present as compared with 
the original cost of construction’ are, 
among other things, matters for con- 
sideration. But this does not mean 
that the original cost or the present 
cost or some figure arbitrarily chosen 
between these two is to be taken as the 


measure. The weight to be given to 
such cost figures and other items or 
classes of evidence is to be determined 
in the light of the facts of the case in 
hand. By far the greater part of the 
company’s land and plant was ac. 
quired and constructed long before 
the war. The present value of the 
land is much greater than its cost ; and 
the present cost of construction of 
those parts of the plant is much more 
than their reasonable original cost. In 
fact, prices and values have so changed 
that the amount paid for land in the 
early years of the enterprise and the 
cost of plant elements constructed pri- 
or to the great rise of prices: due to 
the war do not constitute any real in- 
dication of their value at the present 
time.” 

The passage, which includes the 
statement quoted on the seventh page 
of this court’s decision just given 
(P.U.R.1927A, at p. 24) follows: 
“Undoubtedly, the reasonable cost of 
a system of waterworks, well-planned 
and efficient for the public service, is 
good evidence of its value at the time 
of construction. And such actual cost 
will continue fairly well to measure 
the amount to be attributed to the 
physical elements of the property so 
long as there is no change in the level 
of applicable prices. And, as indicat- 
ed by the report of the Commission, 
it is true that, if the tendency or trend 
of prices is not definitely upward or 





288, 67 L. ed. 981, 984, 985, P.U.R.1923C, 193, 
43 S. Ct. 544, 31 A.L.R. 807; Bluefield Water 
Works & Improv. Co. v. West Virginia Pub. 
Service Commission, 262 U. S. 679, 691, 692, 
67 L. ed. 1176, 1182, 1183, P.U.R.1923D, 11, 
43 S. Ct. 675; Standard Oil Co. v. Southern 
P. Co. (1925) 268 U. S. 146, 156, 69 L. ed. 
890, 895, 45 S. Ct. 465; McCardle v. Indian- 
apolis Water Co. (1926) 272 U. S. 400, 410, 
71 L. ed. 316, 324, P.U.R.1927A, 15, 47 S. Ct. 
144; Los Angeles Gas & E. Corp. v. California 
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R. Commission, 289 U. S. 287, 307, 77 L. ed. 
1180, 1193, P.U.R.1933C, 229, 53 S. Ct. 637. 

17 The opinion here cites: Standard Oil Co. 
v. Southern Rr Co. meet Georgia R. & 
Power Co. Georgia Commission, 262 
U. S. 625, 630, 631, 67 ) Ra 1144, 1147, 1148, 
P.U.R.1923D, 1, 43 S. Ct. 680; Bluefield 
Water Works & Improv. Co. v. West Virginia 
Pub. Service Commission, supra; Missouri ex 
rel. Southwestern Bell Teleph. Co. v. Public 
Service Commission, supra. 
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downward and it does not appear prob- 
able that there will be a substantial 
change of prices, then the present val- 
ye of lands plus the present cost of 
constructing the plant, less deprecia- 
tion, if any, is a fair measure of the 
value of the physical elements of the 
property. The validity of the rates in 
question depends on property value 
January 1, 1924, and for a reasonable 
time following. While the values of 
such properties do not vary with fre- 
quent minor fluctuations in the prices 
of material and labor required to pro- 
duce them, they are affected by and 
generally follow the relatively perma- 
nent levels and trends of such prices.” 

The estimate of reproduction cost 
that the company submitted to the 
Commission in this case is not before 
us. It is referred to in the Commis- 
sion’s report, but it is not disclosed 
sufficiently to enable this court to de- 
cide whether it was made reasonably, 
was admissible in evidence or was en- 
titled to any weight. This court may 
not speculate concerning it. The rec- 
ord in this case and earlier reports of 
the Commission above referred to 
compel the conclusion that no estimate 
of reproduction cost as of valuation 
date would have influenced the Com- 
mission to modify or abandon the bas- 
is of historical cost. 

The Commission was bound by our 
decisions to ascertain and consider 
present cost as compared with origi- 
nal cost of construction. It refused 
to do so. The method it followed 
conflicts with fundamental principles 
established here in that it condemned 
the company’s existing rates as exces- 
sive and prescribed lower ones with- 
out any basis of fact to warrant that 
action. When the state, acting 
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through the Commission, set aside ex- 
isting rates and ordered lower ones 
for the future, it exerted power to 
take, or to compel use of, private 
property for service of the public. 
Due process required just compensa- 
tion—rates sufficient to yield a rea- 
sonable rate of return on the value of 
the property used to furnish the gas. 
Without a finding of value it is im- 
possible to ascertain the required 
amount. To take mere cost of phys- 
ical elements, instead of total value, 
and to deduct development expenses 
from revenue instead of including in 
value the amount found properly at- 
tributable to intangible elements and 
going value, and then, because of that 
error, to fix a rate of return on his- 
torical cost greater than would be re- 
quired on value, is to leave the order 
without known or discoverable foun- 
dation. It is to make individual views 
as to what is just serve in place of the 
definite principles. The formula fol- 
lowed by the Commission prevents 
consideration of present value or of 
the estimated present cost, in compari- 
son with the original; i. e., the histor- 
ical cost of the property. The Com- 
mission gave no weight to the com- 
pany’s evidence of present cost of 
construction. It made no investiga- 
tion to ascertain, did not attempt to 
find and would not use, present cost 
or present value. It seems to me very 
clear that, save merely to reject it as 
inadmissible, the Commission refused 
to pay any attention to the company’s 
evidence of reproduction cost. 

The Commission having failed to 
find value, our decisions required the 
district court to enter the decree ap- 
pealed from. 

In Northern P. R. Co. v. Depart- 
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ment of Public Works, 268 U. S. 39, 
69 L. ed. 837, P.U.R.1925D, 93, 45 
S. Ct. 412, the superior court and the 
supreme court of Washington upheld 
an order of the state Commission re- 
ducing railroad rates for intrastate 
transportation of logs as against at- 
tack by the carriers on the grounds 
that the order was made without evi- 
dence and that the rates were confisca- 
tory. This court held the order would 
deprive carriers of their property with- 
out due process of law, upon the sole 
ground that the Commission found 
cost of service without any evidence, 
or upon evidence that did not clearly 
support the finding. We said (268 
U. S. at p. 44, P.U.R.1925D, at p. 
97): “The mere admission by an ad- 
ministrative tribunal of matter which, 
under the rules of evidence applicable 
to judicial proceedings, would be 


deemed incompetent, United States v. 


Abilene & S. R. Co. (1924) 265 U. 
S. 274, 288, 68 L. ed. 1016, 1022, 44 
S. Ct. 565, or mere error in reasoning 
upon evidence introduced, does not 
invalidate an order. But where rates 
found by a regulatory body to be com- 
pensatory are attacked as being con- 
fiscatory, courts may enquire into the 
method by which its conclusion was 
reached. An order based upon a find- 
ing made without evidence, Chicago 
Junction Case (Baltimore & O. R. Co. 
v. United States [1924]) 264 U. S. 
258, 263, 68 L. ed. 667, 673, 44 S. 
Ct. 317, or upon a finding made upon 
evidence, which clearly does not sup- 
port it, Interstate Commerce Commis- 
sion v. Union P. R. Co. (1912) 222 
U. S. 541, 547, 56 L. ed. 308, 311, 32 
S. Ct. 108, is an arbitrary act against 
which courts afford relief. The error 
under discussion was of this charac- 
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ter. It was a denial of due process” 
That decision was reached without re. 
gard to any question of confiscation, 

Chicago, M. & St. P. R. Coy, 
Idaho Pub. Utilities Commission, 274 
U. S. 344, 71 L. ed. 1085, PUR 
1927D, 340, 47 S. Ct. 604, presented 
the question whether an order of the 
Idaho Commission reducing railroad 
rates for intrastate transportation of 
logs would deprive carriers of their 
property without due process of law. 
On the carriers’ appeal to the state 
supreme court, the action of the Com- 
mission was upheld. Following the 
state practice, the case was there heard 
on the record made before the Con- 
mission. The evidence introduced by 
the carriers was sufficient to warrant 
a finding that as to the lines of all the 
carriers, the intrastate log rates were 
low in comparison with rates on other 
commodities, and that as to two of the 
carriers they were confiscatory. But 
the state court held the Commission 
authorized to reduce the rates without 
finding them unjust or unreasonable. 
And, as to the carriers’ insistence that 
the prescribed rates were confiscatory, 
it ruled that, even if the evidence 
showed existing rates insufficient, the 
prescribed lower rates would not nec- 
essarily be confiscatory, and support: 
ed that view by the suggestion that the 
intrastate haul from forest to saw 
mills was only one step in production 
and transportation to markets in other 
states. 

Writ of certiorari brought the cas 
here. We reversed the judgment of 
the state court, and in the opinion said 
(274 U. S. at p. 350, P.U.R.1927D, 
at p. 344): “But, as appears from 
their opinions, the respondent [Com 
mission] and the court refused to cot 
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sider and give weight to that evidence 
because, as they held, the intrastate 
log rates were not to be dealt with 
separately but were to be considered in 
connection with the interstate lumber 
rates, and because the carriers made 
no showing as to the gains or losses 
resulting from the interstate transpor- 
tation. That cannot be sustained. 
This case is in principle the 
same as Northern P. R. Co. v. De- 
partment of Public Works, supra, 

It is impossible to sustain the 
refusal to consider the evidence intro- 
duced by the carriers to show that the 
rates in question are too low and con- 
fiscatory. The Commission and the 
court erred in holding that the reason- 
ableness or validity of the intrastate 
log rates depends on the amounts re- 
ceived by petitioners for the interstate 
transportation of lumber. It is clear 
that the methods by which respondent 
reached its conclusion were arbitrary 
and constitute a denial of due process 
of law.” 

In West v. Chesapeake & P. Teleph. 
Co. (1935) 295 U. S. 662, 79 L. ed. 
1640, 8 P.U.R.(N.S.) 433, 55 S. Ct. 
894, the company brought suit in the 
Federal district court for Maryland 
to set aside as confiscatory an order of 
the Maryland Commission reducing 
telephone rates. The controversy in- 
volved value, depreciation expense, 
and return. The Commission made 
no appraisal of the property, but at- 
tempted to determine present value by 


translating the dollar value of the plant 
as it was found in an earlier case, as 
of December 31, 1923, plus net addi- 
tions in dollar value in each subse- 
quent year, into an equivalent dollar 
value at December 31, 1932, its the- 
ory being (p. 667 of 295 U. S. [8 
P.U.R.(N.S.) at p. 435]): “Value 
signifies in rate regulation the invest- 
ment in dollars on which a utility is 
entitled to earn.” After pointing out 
fundamental defects in the Commis- 
sion’s method of finding value, we 
held that the case was controlled by 
the principle announced and applied 
in Northern P. R. Co. v. Department 
of Public Works, supra, and Chicago, 
M. & St. P. R. Co. v. Idaho Pub. Util- 
ities Commission, supra. No decision 
here has challenged the principle es- 
tablished by these cases. West v. 
Chesapeake & P. Teleph. Co. supra. 

I cannot refrain from protesting 
against the court’s refusal to deal with 
the case disclosed by the record and 
reasonably to adhere to principles that 
have been settled. Our decisions 
ought to be sufficiently definite and 
permanent to enable counsel usefully 
to advise clients. Generally speaking, 
at least, our decisions of yesterday 
ought to be the law of today. 

I would affirm the decree of the dis- 
trict court. 


Mr. Justice McReynolds joins in 
this dissent. 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Western Union Telegraph 
Company et al. 


[Case No. 9197.] 


Service, § 106 — Telegraph company — Delivery of telegrams. 


Imposition of severe penalties upon telegraph companies for defects in 
delivery of telegrams was held not to be justified and a proceeding was 
closed where an exceedingly small number of complaints had been received, 
considering the millions of messages handled. 


Service, § 106 — Telegraph companies — Delivery of telegrams. 
Discussion of procedure, rules, and regulations of telegraph companies with 
respect to the delivery of messages containing information as to death or 
accident, p. 502. 


Reparation, § 35 — Failure in telegraph service. 
Discussion of rule of telegraph company in relation to rebates or payment 
back of money where telegrams are not delivered because of fault of service, 


p. 503. 


Telegraph — Company practices — Retention of telegrams. 
Discussion of the practice of telegraph companies in retaining telegrams, p. 
503. 

Service, § 106 — Telegraph companies — Money orders. 
Discussion of the practice of telegraph companies in handling money orders, 
p. 503. 

Service, § 106 — Telegraph companies — Messages for closed offices. 
Rules of telegraph company for acceptance of messages for offices that are 
closed, p. 503. 

[December 22, 1937.] 


| edgreanegste on motion of Commission as to service provided 
by two telegraph companies in the delivery of telegrams; 
proceedings closed. 


¥ 


APPEARANCES: Gay H. Brown, torney, for The Western Union Tele- 
Counsel (by George E. McVay, As- graph Company; Howard L. Kom, 
sistant Counsel), for the Public Serv- General Counsel (by John F. Gibbons, 
ice Commission; Ralph H. Kimball, Attorney), New York city, for the 
New York city, Assistant General At- Postal Telegraph-Cable Company. 
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Van NAMEE, Commissioner: This 
proceeding was begun by the Commis- 
sion on its own motion by an order 
passed June 18, 1937. Hearings were 
held before me at the New York of- 
fice of the Commission on June 25 
and July 9, 1937. 

At the opening of the first hearing, 
I made the following statement which 
sets forth generally the purposes of 
the proceedings : 

“The Commission has _ received 
from time to time complaints against 
the Western Union Telegraph Com- 
pany and the Postal Telegraph & Ca- 
ble Company. The number of these 
complaints is not large but practically 
all concern one part of the company’s 
business: This is the matter of the 
delivery of telegrams. Practically all 
the complaints received have to do 
with the manner and method of de- 


livery. 

“We desire the company to intro- 
duce in evidence its rules and regula- 
tions relating to the receipt and deliv- 
ery of messages and by testimony of 
the proper employees, their practices 
in interpreting and carrying out these 


rules and regulations. We desire to 
inquire into such matters as 

“The manner of delivery of mes- 
sage; 32 to 47—Exhibit 1. 

“The rules and regulations govern- 
ing acceptance of messages ; 

“The different rules and regulations 
and practices, if any there are, for ac- 
ceptance and delivery of different 
classes of telegrams; 

“The rules, regulations, and prac- 
tices thereunder governing the receipt 
and delivery of code messages ; 

“The rules and regulations and 
Practices thereunder relating to the 
receipt and delivery of messages con- 
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taining information of the death or 
serious sickness or injury of a person; 

“The rules, regulations, and prac- 
tices thereunder as to various other 
matters such as the telephoning of 
messages before delivery of the actual 
telegram, the length of time the com- 
pany holds original telegrams before 
destruction ; 

“The general practice as to the in- 
stitution of new telegraph offices and 
as to the discontinuance of old ones; 
the question of delivery charges in 
connection with prepaid messages; 

“The rules and regulations and 
practices governing the sending of 
money by telegraph; the number of 
hours during which telegraph offices 
are open in various sections of the 
state. 

“These and other questions of a 
like general nature which will natural- 
ly arise, are the subject of this investi- 
gation. It is not the practice of the 
Commission in general investigations 
of this nature to refer to particular 
individual complaints. It is the gen- 
eral situation, the rules and regulations 
and practices thereunder, of the com- 
pany that we are concerned with but 
if there be any here who desire to 
place on record the details of any com- 
plaint against the companies along the 
general lines of this investigation, I 
shall be pleased to hear their state- 
ments now.” 

Although the general public were 
invited to attend and state particular 
complaints, and notices were sent to 
the makers of complaints to the Com- 
mission against the companies, but 
one person appeared and he stated that 
his complaint which related to the 
nondelivery of a telegram, had been 
closed. It was apparent from his 
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statement of the facts that the nonde- 
livery of the telegram was caused by 
his own error in giving a wrong ad- 
dress. 

At the hearings the companies ap- 
peared and filed copies of ‘their lists 
of stations; rules, regulations, and in- 
structions to agents and messengers ; 
copies of notices used in cases where 
messages were not delivered and other 
exhibits relating to their business prac- 
tices. 

The rules, regulations, and instruc- 
tions which are substantially the same 
in both companies, are quite volumi- 
nous and it is impractical to quote 
them at length in this memorandum. 
They apparently cover all possible sit- 
uations which can arise in the transac- 
tion of the business of the company. 

Mr. August Gleichmann, assistant 
to the vice president, commercial de- 
partment, of the Western Union Tele- 
graph, and Mr. Harry Baach, assist- 
ant supervisor of tariffs, rates, and 
contracts of the Postal Telegraph-Ca- 
ble Company, testified at length as to 
the application and construction by the 
company of the various rules, regula- 
tions, and instructions relating to de- 
livery of messages and other matters. 

Situations arising under the sug- 
gested subjects of inquiry were ex- 
amined into both by direct and cross- 
examination, 

The Western Union rules as to de- 
livery of messages are contained un- 
der Rules 32 to 47, inclusive, of the 
rules and regulations. (Western Un- 
ion Exhibit 1.) 

The Postal Company regulations 
are contained in Rules 15 to 20, inclu- 
sive. (Postal Exhibit 1.) 

The messages containing informa- 
tion as to death or accident, receive 
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special treatment inasmuch as unusual 
effort is made to insure the prompt 
delivery of the telegram. There is q 
special procedure which requires ex. 
peditious handling of such telegrams 
and the holding out of a copy so that 
the messenger can be questioned upon 
his return and the clerk can satisfy 
himself that proper delivery was made. 
Telegrams of this nature are designat- 
ed with two stars and that symbol indi- 
cates several classes of telegrams such 
as those marked “Personal” requiring 
delivery to the addressee personally 
and those requiring a report of deliv- 
ery. These stars are placed immedi- 
ately after the addressee’s name on the 
message and show through the wir- 
dow of the envelope so that the mes- 
senger can see them. 

These star symbols are also used to 
indicate messages of serious illness, 
accidents, or death. 

If a death message arrives in a city 
or town at 11 o'clock at night but the 
office of the company in that city or 
town closes at 8 o'clock, the sending 
office would forward the message to 
the nearest open office and if the ad- 
dressee had a telephone it would then 
be telephoned to some member of the 
family. If the addressee had no tele- 
phone, unusual methods of attempt- 
ing delivery are made, these taking the 
form of reaching the addressee 
through a neighbor’s telephone or call- 
ing a taxi service in the town and 
asking them to copy the message and 
make delivery. In such circumstances, 
the delivery is always verified the fol- 
lowing day. 

If a person has a telephone, four 
attempts will be made to reach the i- 
dividual at stated intervals. If the 
urgency of the message is such that 
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the company felt it could deliver by 
taxi or through a neighbor, they 
would then resort to that method. 

Messages to persons living in apart- 
ment houses are delivered direct to the 
addressee unless the rules of the apart- 
ment house prevent this, in which case 
the telegram is delivered to the at- 
tendant. This happens in but few 
apartment houses as in most cases the 
telegraph boy makes the delivery di- 
rect to the apartment. 

In the case of the apartment house 
whose rules forbid the personal deliv- 
ery of the telegram, there is usually an 
operator in the lower hall. In these 
circumstances the messenger would 
ask the operator to inquire if the ad- 
dressee was at home so that if the ad- 
dressee were away for the day or on 
vacation, the company could take ac- 
tion in the subsequent handling of the 
telegram. 

At hotels the messages are left at 
the desk. The messenger inquires 
whether the addressee is registered at 
the hotel and then a receipt is signed 
by the clerk. There is no attempt 
made in a hotel to deliver to the in- 
dividual room. 

The rule in relation to rebates or 
payment back of the money where 
telegrams are not delivered at all is 
that when the service is at fault, the 
refund is made immediately at the 
time the complainant calls it to the 
company’s attention, or if the charge 
is made to the telephone bill, a credit 
is issued. The same applies in the case 
of a charge account. 

The company considers the service 
to be at fault when there is some er- 
tor in transmission of the message or 
delay in its delivery, or nondelivery. 

Copies of all telegrams are retained 
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for one year except in cases where 
certain messages had been subpoenaed 
for use in a court trial and the court 
trial has not been reached until after 
the end of the year period. Such 
messages are retained for the pur- 
poses of that lawsuit until the law- 
suit is over. 

Money orders are handled in prac- 
tically the same way as ordinary mes- 
sages except that a further attempt to 
deliver them to the person to whom 
they are addressed is made in that if 
the person is not found to be at the 
address given, a notice is left in the 
first instance. 

Considerable time was spent in an 
examination of the methods and prac- 
tices of the company in establishing 
branch offices and of the interchange 
between the companies of messages 
received for locations where that par- 


ticular company has no local or branch 


office. These practices are set forth 
in the rules and regulations. The 
hours during which offices are open 
are indicated opposite the name of 
each office in the lists of offices and 
the book also contains the charges for 
delivery by messenger or by telephone, 
these charges representing the actual 
additional cost of delivery independ- 
ent of the original cost of the tele- 
gram, 

The Western Union Company’s 
rules for the acceptance of messages 
for offices that are closed are contained 
in Rule No. 7 and are as follows: 

“(a) Ifa message is offered when 
communication is known to be inter- 
rupted, inform the sender it can only 
be accepted subject to delay, for trans- 
mission as soon as the lines are re- 
stored. Write upon such message the 
words, ‘Subject to delay.’ 
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“(b) If a message is offered des- 
tined to an office, the listing of which 
shows that the office either has closed 
for the day or that reasonable time is 
not allowed for transmission before 
the closing hour, so advise the sender 
and endorse such message: ‘Sender 
advised of office hours at destination.’ 

“(c) If a message is offered des- 
tined to a joint railroad office, for 
which the office hours are not listed, 
at a time when such an office is likely 
to be closed before the message can 
reach it, the sender should be advised 
of the uncertainty of getting the mes- 
sage to its destination the same day 
and the message endorsed, ‘Subject to 
closing hours.’ ” 

Other phases of the subject matter 
were inquired into at the hearings but 
it is not considered necessary to pre- 
sent them at length in this memoran- 
dum. Reference is made to the min- 
utes of the proceedings. 


Conclusion 


The proceedings developed the facts 
that the companies have very exhaus- 
tive rules, regulations, and instruc- 
tions as to the receipt and delivery of 
messages which, if followed by the 
employees, should enable the business 
to be conducted with a minimum of 
complaint from the public. 

When failure to give service to the 
satisfaction of its customers arises, 
such failure can generally be traced to 
the human element—to the poor or 
bad judgment of individual employ- 
ees. 

Large numbers of boys around the 
age of sixteen are employed. The 
company’s qualifications for messen- 
gers are that they must be at least of 
the age of sixteen years with a gram- 
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mar school education; they are re. 
quired to give two or three references 
and these references are diligently 
contacted and the character and abjl- 
ity of the boy determined in that way, 
The messengers, when engaged, are 
trained in all of the practices of the 
company in which they are engaged. 

Western Union prepares a special 
manual for the messengers in addition 
to the oral training that they receive 
upon employment. 

Complaints received by the Com- 
mission in the up-state territory in the 
6-year period from June, 1931, to June, 
1937, numbered only 18 for both com- 
panies, and during the same period, 13 
complaints were received in the down- 
state territory. 

Considering the millions of mes- 
sages handled during a year, the num- 
ber of complaints received by the 
Commission seems exceedingly small. 
I am unable to suggest any definite 
changes in the present rules, regula- 
tions, and instructions or to suggest 
new or additional ones. Care in the 
selection of employees and a willing 
and conscientious effort in meeting 
and settling complaints when they 
arise should tend to reduce complaints 
to a minimum. 

Of the complaints received by the 
Commission but one related to an 
emergency death message. It is this 
class of telegram which, nondelivered 
or delayed, causes the most distress to 
both the sender and the addressee. 
The rules of the companies are extet- 
sive and explicit. Here again enters 
the human element. Young messef- 
gers, careless clerks in small offices in 
city or country fail to follow out the 
rules and through carelessness and in- 
difference or plain “dumbness” may 


504 





RE WESTERN UNION TELEGRAPH CO. 


cause pain and misery to many. Lack 
of proper disciplinary measures by 
the higher officers when these mis- 
takes and errors occur do not tend to 
prevent their recurrence. Where no 
reasonable or adequate reason can be 
given for the failure to deliver impor- 
tant or emergency telegrams, the pen- 
alty, uniformly applied, should be 
dismissal of the messenger, the clerk, 
and the office superintendent involved. 
Less severe penalties should result 
from minor infractions of the rules, 
but it should be known throughout 
the service that carelessness, inatten- 
tion, discourtesy, and lack of interest 
on the part of the employees will not 
be tolerated, and this should be fol- 
lowed and maintained by the certainty 
of punishment when these cardinal 
principles are disregarded or over- 
looked. 

On the present record the Commis- 
sion is not justified in ordering the 
imposition of severe penalties, as not 
enough complaints have been received 
to show that unfortunate nondelivery 
of death and emergency messages are 
common to any extent. Common sense 
and experience, however, tell us that 
many may have had complaints which 
they did not voice. The receipt of even 
a small number of such complaints will 
cause the Commission to again initi- 
ate an investigation. The companies 
may well, at once, of their own action, 
add to their rules and regulations some 
of the suggestions here outlined. 

The rules, regulations, and instruc- 
tions of both companies have been on 
file with the Commission for many 


years and any changes are filed as they 
occur. I see no public benefit to be 
derived from keeping this investiga- 
tion open on the records of the Com- 
mission and therefore attach a proper 
order closing the proceedings. 

Commissioners Lunn, Brewster, 
and Burritt concurring; Chairman 
Maltbie not voting but filing a memo- 
randum. 


MALTBIE, Chairman: I refrain 
from voting upon the opinion and or- 
der submitted in this proceeding, as I 
have had two very distressing expe- 
riences with telegrams advising of the 
deaths of near relatives. Neither was 
delivered properly until too late to at- 
tend the funerals. In a third case, a 
telegram of the death of a friend was 
not delivered promptly. These ex- 
periences, including the way my com- 
plaints were handled and the action 
taken by the companies, have con- 
vinced me that their discipline is in- 
excusably lax and that violations, even 
in such serious matters as the delivery 
of death telegrams, are not rigorously 
or even properly dealt with. 

The companies may have the most 
complete and explicit rules but if they 
are not enforced and if violations do 
not lead to any prompt and rigorous 
disciplinary action, these rules are even 
worse than less rigorous regulations 
properly enforced. They give to the 
public a sense of security which does 
not exist. The facts as to enforce- 
ment of proper rules are possibly more 
important than the character of the 
rules themselves. 
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Elmer Weldon et al. 


Wisconsin Hydro Electric Company 


[2-U-1077.] 


Discrimination, § 204 — Rates on extension — Contribution towards cost. 


1. The requirement of a customer contribution as a condition for securing 
service at urban rates on one street in a city is unlawfully discriminatory 
when the utility company has extended service at urban rates to customers 
on a parallel street without requiring such contribution, p. 506. 


Discrimination, § 204 — Charges on extensions — Method of elimination, 
2. An electric company which had required customer contributions as a 
condition for securing service at urban rates on one street in a city while 
permitting customers on a parallel street to obtain service at urban rates 
without such contribution, where in neither case would compliance with the 
company’s urban extension rule permit application of the urban rate, was 
required to remove the discrimination by placing all the customers on urban 
rates without assessing contributions for cost of construction, and the com- 
pany was required to revise its extension rule accordingly, p. 506. 


[November 29, 1937.] 


Py tania against discrimination in applying urban rates on 
electric extension; discrimination ordered eliminated. 


By the Commission: Under date 
of January 15, 1937, the city clerk of 
the city of Chetek filed the complaint 
in this matter on behalf of certain resi- 
dents of Chetek residing on Dallas 
street. The allegation is that the 
rates for service to a portion of West 
Dallas street are discriminatory. 

Hearing was held at Chetek on 
March 25, 1937, examiner W. A. An- 
derson presiding, and the appearances 
entered were those of Elmer Weldon 
on his own behalf, the Wisconsin 
Hydro Electric Company by F. T. Fin- 
ney, Assistant General Manager, and 
R. Christensen, Engineer, both of 


Amery, and the city of Chetek as an 
intervener on behalf of the petitioners 
by Mayor C. H. Barber and City Clerk 
B. M. Apker. 

[1,2] It appears that from the 
more densely settled portion of Dallas 
street, the most northerly of the east 
and west streets in the city of Chetek, 
the Wisconsin Hydro Electric Com- 
pany has extended its line westerly 
across the tracks of the Chicago, St. 
Paul, Minneapolis & Omaha Railway 
Company to serve customers on both 
sides of the track. Because the num- 
ber of customers available has not 
been sufficient to permit of the appli 
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cation of urban rates without: contri- 
bution by the customers, the only way 
in which these customers could obtain 
service without contribution for the 
building of the line was by accepting 
and paying the rural rates of the com- 


pany. It is optional with the custom- 
ers to take either means of service. 

There are now on this line within 
the corporate limits of Chetek two 
farm customers taking service, and 
seasonally during the summer months 
there is connected to the line a filling 
station. The rural rates provide a 
minimum of $4.50 per month. 

There are other customers who de- 
sire connection with this Dallas street 
line within the corporate limits but 
who will not connect because of the 
application of the rural rate with its 
higher minimum. These additional 
customers are chiefly urban customers 
—they will use energy for the same 
purposes as do city customers gener- 
ally. One additional farm within the 
corporate limits would be connected 
were it possible to obtain urban rates. 

The discrimination of which com- 
plaint is made is that on a parallel 
street, namely Knapp street, extend- 
ing to the city limits, with no greater 
saturation than is available on Dallas 
street, all customers are paying the 
Chetek urban rates and have never 
contributed to the cost of construct- 
ing the line. 

The company’s urban extension 
tule provides that it will extend its 
lines within the corporate limits if the 
estimated revenue from the customer 
or customers to be served will in thir- 
ty months equal the cost of the con- 
struction. When the Dallas street 
line was constructed in 1930, it was ob- 
vious that the revenue from the cus- 
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tomers to be served would not equal 
the estimated thirty months’ revenue, 
and the only way in which the custom- 
ers could obtain service without con- 
tribution to the cost of the building 
of the line was by acceptance of the 
rural rate of the company under its 
rural extension rule which did not 
necessitate the payment of any contri- 
bution. 

Testimony has shown that, there is 
a possibility of four more customers 
obtaining service from the existing 
Dallas street line if urban rates are 
available to them without contribu- 
tion. An estimate of the revenue to 
be derived from these four customers, 
together with the actual revenue from 
existing customers, does not bring the 
line within the urban extension rule, 
namely that the thirty months’ revenue 
would equal the cost of the line. An 
estimate of our engineering staff in- 
dicates that the investment in the line 
is approximately $1,058, and the esti- 
mated thirty months’ revenue from 
urban rates would not exceed $659. 

The Knapp street extension actual- 
ly cost the company $1,170, and actual 
thirty months’ revenue from that line 
is but $572. In neither the Knapp 
street extension in actual operation 
nor in the Dallas street estimate is 
compliance had with the company’s 
urban extension rule. In the Knapp 
street extension, before construction 
revenues were overestimated and costs 
underestimated. If the same rela- 
tionship of over- and under-estimate 
of revenue and cost be applied to the 
Dallas street extension, it would still 
fail to comply with the company’s ur- 
ban extension rule as to construction 
for services without customer contri- 
bution. 
21 P.U.R.(N.S.) 
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There can be but one conclusion 
reached as to the question raised, 
namely that discrimination results 
from failure to apply the extension 
rules to the Dallas street and the 
Knapp street customers alike. Such 
discrimination may be removed in one 
of two ways; either (1) by requiring 
contributions from the Knapp street 
customers in accordance with the rule, 
or (2) by so revising the rule as to 
authorize both extensions without 
contribution. The first alternative 
does not appear feasible; the second 
is the more equitable, especially in view 
of the fact that the service to Knapp 
street has already been extended with- 
out contribution and it is unlikely that 
the Dallas street extension could ever 
be so extended under the terms of the 
present urban extension rule. The 
company’s urban extension rule 
should, therefore, be revised to more 
nearly conform to practices such as 
applied in the Knapp street extension. 

The Commission finds that the re- 


quirement of contribution as a condj- 
tion for securing service at urban 
rates from customers on Dallas street 
in the city of Chetek is unlawfully dis- 
criminatory in view of the past prac- 
tice of the respondent in that city, and 
that the company should remove the 
discrimination by placing Dallas street 
customers on the urban rates without 
assessing contributions for the cost 
of construction. 

It is, therefore, ordered that the 
Wisconsin Hydro Electric Company 
be and hereby is directed to make ef- 
fective to the present and prospective 
customers on the Dallas street line, 
who may be served without further 
extension of the line within the cor- 
porate limits of the city of Chetek, 
the urban rates of the company appli- 
cable within the city of Chetek; and 

It is further ordered that the Wis- 
consin Hydro Electric Company re- 
vise its extension rule in Chetek so as 
to permit of the rendition of service 
as herein ordered. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Upper Dublin Water Company et al. 


[Application Docket Nos. 35426-35428. ] 


Municipal pes: § 17 — Right to own and operate — Combined local and outside 


’ plant. 


1. A borough which lacks authority directly to purchase a waterworks 
which does not supply service in the borough and owns no property therein 
may nevertheless legally own and operate such waterworks in combination 
with waterworks of another company operating in the borough after trans- 
fer of the outside waterworks to the latter company, p. 510. 


Municipal plants, § 10 — Duties of Commission — Plant acquisition — Purchase 


price. 


2. The Commission, in passing on an application for approval of the sale 
of waterworks by a privately owned company to a municipality, must in- 


21 P.U.R.(N.S.) 
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quire, among other things, into the reasonableness of the consideration 
proposed to be paid by the municipality, p. 511. 


Municipal plants, § 26 — Terms of acquisition — Treatment of customer deposits. 
3. Upon the acquisition of a waterworks by a municipality from a privately 
owned water company, all deposits by customers to assure payment of 
bills in the possession of the water company which are returnable to the 
consumers should either be returned to them by the company or should 
be transferred to the municipality, without consideration, for return, and 
all other such deposits should be transferred to the company, without con- 
sideration, and should be thereafter held or disposed of by the municipality 
consistently with the Commission regulation relating to such deposits, p. 
511. 

Revenues, § 5 — Estimates — Property transferred to borough — Water for 

public uses. 
4. Amounts of sales of water by a water company to a borough should 
be deducted in estimating total or gross revenues under borough ownership 
and operation of the waterworks unless the borough purposes charging 
itself for the water which it uses after acquisition of the property, p. 
512. 

Municipal plants, § 20 — Acquisition — Attitude of state Commissions. 

5. The Commission is in full sympathy with the idea of municipal owner- 
ship and operation of so vital an adjunct to healthful and prosperous com- 
munity life as a waterworks system if it can be acquired at a reasonable 
price and if financing of the acquisition and its operation can be done at 
minimum expense, p. 513. 

Municipal plants, § 21 — Approval of acquisition. 

6. Applications for approval of property transfers so that a borough may 
own and operate its waterworks system should be granted when there are 
no protests and when the system can be acquired at a reasonable price and 
financed and operated at minimum expense, p. 513. 


Monopoly and competition, § 29 — Territorial agreements — Municipal and 
privately owned utilities — Commission disapproval. 


7. The Commission cannot indirectly approve an agreement, between a 
water company and a borough which is acquiring water utility property, 
restricting the scope of municipal operations in a township by incorporating 
the terms thereof in the certificates of public convenience and necessity, 
because the public interest may require extensions of service otherwise 
than as provided in the agreement, p. 514. 


[August 2, 1937.] ; 
A for approval of the transfer of water utility 
property to a borough and for authority to the borough 
to operate the system; granted. 
- 

By the Commission: Upper Dub- pany in turn seeks our approval of the 
lin Water Company here seeks our sale of its franchises and waterworks, 
approval of the sale of its franchises enlarged by the addition of the Upper 
and waterworks to Ambler Spring Dublin franchises and waterworks, to 
Water Company, and the latter com- the borough of Ambler, Montgomery 
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county. The borough of Ambler on 
its part seeks our approval (a) of the 
acquisition of said franchises and wa- 
terworks (b) of the contract with 
Ambler Spring Water Company pro- 
viding for said acquisition, and (c) 
of the beginning of the exercise of the 
right to operate a municipal water 
plant and distribution system. Our 
approval was sought in all three appli- 
cations under The Public Service 
Company Law, which has since been 
replaced; but our approval is equally 
necessary under the Public Utility 
Law. 

[1] The primary interest of the 
borough of Ambler was in the acqui- 
sition of the present franchises and 
waterworks of Ambler Spring Water 
Company, but the borough agreed to 
acquire also the franchises and water- 
works of Upper Dublin Water Com- 
pany when the parties in control of 
both companies refused to transfer the 
one without the other, because both 
waterworks are interconnected and 
are managed, operated, and maintained 
substantially as one, and Upper Dub- 
lin Water Company, not having a wa- 
ter supply of its own, obtains its wa- 
ter supplies by purchase from Ambler 
Spring Water Company. Since Up- 
per Dublin Water Company does not 
supply service in the borough of Am- 
bler and owns no property therein, the 
borough lacks authority directly to 
purchase the Upper Dublin water- 
works; and it accordingly was ar- 
ranged that the Upper Dublin water- 
works should be first transferred to 
Ambler Spring Water Company, and 
that the consolidated waterworks 
should then be transferred to the bor- 
ough. 

Counsel for the borough expressed 
21 P.U.R.(N.S.) 


an opinion, in which we concur, that 
under § 2407 of Art. 24 of the Bor. 
ough Code, Act of May 4, 1927, Pp. 
L. 519, the borough may legally own 
and operate the combined waterworks, 

Upper Dublin Water Company 
serves 558 consumers in Upper Dub- 
lin and Whitemarsh townships, Mont- 
gomery county, and Ambler Spring 
Water Company serves 1,003 consum- 
ers in the borough of Ambler and 218 
consumers outside of said borough, in 
Montgomery county. The sources of 
supply, which are said to be abun- 
dant, of both companies are wells in 
Whitemarsh and Upper Dublin town- 
ships, Montgomery county, owned 
by Ambler Spring Water Company, 
which sells to Upper Dublin Water 
Company all the water which that 
company distributes. 

Each company’s capitalization con- 
sists only of common capital stock— 
that is to say, neither company has 
preferred stock or funded debt out- 
standing. Upper Dublin Water Com- 
pany has 500 shares of common capi- 
tal stock outstanding, of a total par 
value of $5,000, and Ambler Spring 
Water Company also has 500 shares 
of common capital stock outstanding, 
but of a total par value of $25,000. 
The entire 500 shares of each com- 
pany are owned as follows: Matti- 
son Estates, Incorporated, 340 shares; 
Carson & Company, 125 shares; Roy- 
al Mattison, 34 shares; and H. R. 
Weaver, secretary and treasurer of 
each company, one share. All 500 
shares of Upper Dublin Water Com- 
pany were voted as favoring the sale 
of the waterworks of that company 
to Ambler Spring Water Company, 
and all 500 shares of Ambler Spring 
Water Company were voted as favor- 
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ing the sale of the waterworks of that 
company to the borough of Ambler. 

[2] The waterworks of Upper 
Dublin Water Company would be sold 
to Ambler Spring Water Company 
for a cash consideration of $45,000, 
and the combined Upper Dublin-Am- 
bler Spring waterworks then would be 
sold to the borough of Ambler for a 
cash consideration of $245,000. It 
is unnecessary, under the circumstan- 
ces, for us to inquire into the reason- 
ableness of the consideration proposed 
to be paid by Ambler Spring Water 
Company for the Upper Dublin wa- 
terworks, but it is necessary for us to 
inquire, among other things, into the 
reasonableness of the consideration of 
$245,000 proposed to be paid by the 
borough of Ambler for the combined 
Upper Dublin-Ambler Spring water- 
works. 

The combined Upper Dublin-Am- 
bler Spring waterworks to be trans- 
ferred to the borough of Ambler in- 
dudes, inter alia, franchises ; contracts 
between Ambler Spring Water Com- 
pany and others for the supply of wa- 
ter service by or other service to Am- 
bler Spring Water Company; land, 
easements, rights of way, and licenses ; 
the ways, waters, water courses, 
rights, and appurtenances whatsoever 
belonging to or in any wise appertain- 
ing to said land; buildings and other 
improvements on said land, includ- 
ing reservoirs, dams, springs, wells, 
pumping stations, standpipes, tanks, 
and water-storage towers; machinery, 
equipment, instruments, water mains, 
pipes, valves, hydrants, meters, office 
furniture and equipment, automobiles, 
supplies, and other tangible personal 
property. Cash, accounts receivable, 
securities, and other intangible per- 
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sonal property (except the contracts 
hereinbefore mentioned) are not to be 
transferred to the borough, nor will 
the borough pay or assume payment 
of any taxes, accounts payable, or 
other indebtedness incurred by Am- 
bler Spring Water Company. But 
Ambler Spring Water Company will 
transfer to the borough, without con- 
sideration, the amounts of advance 
payments for water service made by 
consumers, and the borough will use 
its best efforts to collect for Ambler 
Spring Water Company amounts due 
from consumers for water service. 

[3] The agreement between the 
borough and Ambler Spring Water 
Company is silent, however, on the 
disposition to be made of the amounts, 
if any, deposited with Ambler Spring 
Water Company by consumers to as- 
sure the payment of bills for water 
service. All such deposits in the pos- 
session of Ambler Spring Water 
Company which consumers are enti- 
tled to the return thereof under our 
Temporary Regulation No. 2, adopted 
June 1, 1937, as amended June 19, 
1937, either should be returned to the 
consumers by Ambler Spring Water 
Company or should be transferred to 
the borough, without consideration, 
for return; and all other such deposits 
should be transferred to Ambler 
Spring Water Company, without con- 
sideration, and should be thereafter 
held or disposed of by the borough 
consistently with said Temporary 
Regulation No. 2, as amended. 

The consideration of $245,000 
fixed for the combined Upper Dublin- 
Ambler Spring waterworks was 
agreed upon in protracted negoti- 
ations extending over a number of 
years, and, according to the evidence, 
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is only slightly higher than the best 
offer made by private parties. The 
borough had the advice in said nego- 
tiations of two independent engineers, 
who had advised the borough that it 
could afford to bid up to $300,000. 
The original cost of the combined 
waterworks at December 31, 1936, 
according to the evidence, was $342,- 
582.86, and the amount of deprecia- 
tion accrued in the accounts of the 
two companies was $178,896.73, 
making the original cost less accrued 
booked depreciation, $163,686.13. 
This is substantially less than the con- 
sideration of $245,000. But the 


amount accrued for depreciation, in 
the opinion of the borough’s engineer- 
ing advisers, was greatly excessive be- 
cause the two companies had, from 
1917 to 1933, accrued 5 per cent de- 
preciation annually on all their depre- 
ciable property, except the water tow- 


er, on which 23 per cent annual depre- 
ciation was accrued. The reproduc- 
tion cost of the combined waterworks 
as at December 31, 1936, as estimated 
for the borough by its independent en- 
gineering advisers, was $454,781 new 
and $364,287 less depreciation. 

The borough purposes financing the 
acquisition of the waterworks by issu- 
ing $245,000, more or less, of bonds. 
The details of the bond issue have not 
yet been worked out, but it is expected 
that the bonds will mature serially 
over a period of thirty years and will 
bear interest at a coupon rate of 2} 
per cent. It is planned, however, to 
advertise for bids on the bonds at 
various interest rates, in multiples of 
one-quarter of one per cent, starting 
at 2 per cent and running up to 34 
per cent. The bonds will be a general 
obligation of the borough, and there- 
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fore they will be secured by the taxing 
power of the borough; but, in the 
opinion of counsel for the borough, 
they will be deductible in ascertaining 
the indebtedness of the borough un- 
der the provisions of § 15 of Art. IX 
of the Constitution of the common- 
wealth and the Act of June 5, 1915, 
P.L. 846, because the net revenues of 
the combined waterworks have been 
sufficient for a period of five years to 
pay the interest and _ sinking-fund 
charges on the borough’s proposed 
bond issue. 

The average annual net income of 
the combined waterworks for the five 
years 1932-1936, and the estimated 
annual net income under borough 
ownership and operation, are shown 
in the following table: [Table omit- 
ted. ] 

[4] The borough, it will be ob- 
served, estimates that its total or gross 
annual revenue will be $52,160.78, or 
exactly the 5-year average. Included 
in the 5-year average, however, is $1,- 
314.45 average revenue of Ambler 
Spring Water Company from public 
water sales, including sales to the bor- 
ough itself. The amounts of such 
sales to the borough should have been 
deducted by the borough in estimating 
the total or gross revenues under bor- 
ough ownership and operation of the 
waterworks, unless the borough pur- 
poses charging itself for the water 
which it uses. This apparent over- 
statement of total or gross revenues 
under borough ownership and opera- 
tion of the waterworks is just about 
offset, however, by the fact that the 
net revenue for the year 1936 was $1,- 
689.48 greater than the 5-year aver- 
age net revenue. The borough intends 
to continue the present rates for water 


512 





axing 
n the 
ough, 
‘ining 
h un- 
t. IX 
imon- 
1915, 
es of 
been 
ars to 
-fund 
posed 


ne of 
e five 
mated 
rough 
hown 
omit- 


e ob- 
gross 
78, or 
luded 
s $1,- 
mbler 
public 
e bor- 
such 
» been 
ating 
r bor- 
of the 
| pur- 
water 
over- 
entes 
ypera- 
about 
at the 
s $1,- 
aver- 
tends 
water 


RE UPPER DUBLIN WATER CO. 


service, both within and outside of the 
borough, until such time as they may 
be reduced. 

The borough estimates its operat- 
ing expenses also at the 5-year aver- 
age, with several exceptions. In esti- 
mating general office salaries and ex- 


Estimated annual net income 


Bond interest . 
State tax (4 mills) 
Retirement of bonds 


Total bond burden 
Surplus 


penses, the borough deducted salaries 
of $26,250 paid to the president of 
the companies for the years 1934— 
1936, but added, in lieu thereof, $2,- 
400 annually for borough administra- 
tion and engineering. Taxes were es- 
timated at $202.04, being taxes pay- 
able to adjoining townships, instead 
of at the 5-year average of $1,939.86. 
Annual depreciation was _ reduced 
from the 5-year average of $10,212.- 
51 to $2,589.07, which is three-quar- 
ters of one per cent of the historical 
cost of $345,209.40 of plant and 
equipment, other than land, at Decem- 
ber 31, 1936. And so-called nonoper- 
ating expenses were reduced from the 
5-year average of $1,268.11 to $346.- 
71 by the elimination of the nonrecur- 
ring expense of $4,607.02 incurred in 
the year 1932 for a detailed appraisal 
and valuation of plant and equipment. 

The borough thus estimates that it 
will have an average annual net in- 
come of $21,055.17 available for the 
payment of interest and taxes on and 
the serial retirement of the bonds 
which it will issue to finance the pur- 
chase of the waterworks. If $245,000 
of 30-year serial bonds will be issued 
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23% Bonds 


at not less than par, then the debt serv- 
ice charges, or bond burden, assuming 
several interest rates, and the surplus 
available for rate reductions or other 
purposes, will be as follows for the 
first year of borough ownership and 
operation of the waterworks: 


3% Bonds 34% Bonds 
$21,055.17 $21,055.17 


7,350.00 8,575.00 
980.00 


: 980.00 
8,166.67 8,166.67 
16,496.67 


17,721.67 
$4,558.50 $3,333.50 


In succeeding years the debt service 
charges, or bond burden, would pro- 
gressively decrease, and, conversely, 
the annual surplus would progressive- 
ly increase, until at the end of thirty 
years, if expectations are realized, the 
borough would be in possession of a 
debt-free waterworks with no fixed 
charges whatever outstanding against 
it. In the meantime, the borough ex- 
pects, substantial reductions in rates 
will be made. 

[5,6] We are in full sympathy with 
the idea of municipal ownership and 
operation of so vital an adjunct to 
healthful and prosperous community 
life as a waterworks’ system, if it can 
be acquired at a reasonable price and 
if, by reason of the municipality’s 
ability to borrow money cheaply and 
to supervise and direct the operation 
of the waterworks largely with its ex- 
isting official personnel, financing of 
the acquisition of the waterworks and 
its operation can be done at minimum 
expense. These conditions, according 
to the evidence, are met here, and since 
there are no protests, we therefore 
shall approve the applications. Owner- 
ship and operation of the waterworks 
21 P.U.R.(N.S.) 


$21,055.17 
6,125.00 
980.00 
8,166.67 
15,271.67 


$5,783.50 
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by the borough of Ambler should be, 
in the long run, of advantage not only 
to the consumers of water in the bor- 
ough and to the borough generally, but 
also to the consumers of water and the 
communities outside of the ‘borough, 
who have the further advantage, un- 
der the Public Utility Law, of assur- 
ance of adequate service at reasonable 
rates. 

[7] There was filed of record a cer- 
tain stipulation entered into by the 
borough of Ambler and Philadelphia 
Suburban Water Company, which 
presently serves some consumers in a 
certain part of the territory proposed 
to be served by the borough of Am- 
bler. The stipulation provides, inter 
alia: 

“Tt is agreed between the borough 
of Ambler and the Philadelphia Sub- 
urban Water Company that upon ap- 
proval of the Pennsylvania Public 
Utility Commission of the application 
of Upper Dublin Water Company 
P.U.C. File No. A—35426; Ambler 
Spring Water Company P.U.C. File 
No. A-35427; Borough of Ambler 
P.U.C. File No. A-35428 ; there shall 
be included in the certificate of public 
convenience to the borough of Ambler 
the following stipulations: 

“1. That the borough of Ambler 
will not place new distribution mains 
in Whitemarsh township, nor extend 
in Whitemarsh township its distribu- 
tion mains at present located on La- 
fayette avenue, Morris road, and 
Bethlehem pike as shown in red on 
Exhibit “A” hereto attached and made 
a part hereof. 

“Provided, however, 

(a) That said borough of Ambler 
may, without exception thereto, lay, 
place, and construct a transmission 
21 P.U.R.(N.S.) 


main extending from its source of 
supply, in Whitemarsh township, to a 
suitable point in its system for such 
connection. 

(b) That the borough of Ambler 
will not serve consumers along the said 
proposed transmission main. 

“2. That the borough of Ambler 
may serve properties located along and 
abutting its transmission lines located 
in the Skippack pike and Butler pike 
in the townships of Whitemarsh and 
Whitpain. 

“3. That the borough of Ambler 
may, without exception thereto, re- 
place any of its existing mains in 
Whitemarsh township and otherwise 
reconstruct its present system to its 
own best advantage. 


“4. That service in Upper Dublin 
township be developed by the bor- 
ough of Ambler and Philadelphia 
Suburban Water Company as circum- 
stances permit and demand may re- 
quire.” 

We are thus indirectly asked to ap- 
prove said agreement by incorporating 
the terms thereof in our certificates of 
public convenience. This we cannot 
do, notwithstanding that the borough 
has agreed thereto, because the public 
interest may later, if not now, require 
that extensions of service in the terri- 
tories covered by the agreement be 
made otherwise than as provided in 
said agreement. We therefore disap- 
prove the foregoing stipulation and it 
has not been considered in arriving at 
the determination reached in this re- 
port and order. 


The matters and things involved in 
the applications before us having been 
heard and fully considered, we find 
and determine that the sale of all the 
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franchises and property, except cash, 
of Upper Dublin Water Company to 
Ambler Spring Water Company; the 
sale of all the franchises and property, 
except cash and certain personal prop- 
erty, of Ambler Spring Water Com- 
pany to the borough of Ambler, Mont- 
gomery county; and the acquisition 
by the borough of Ambler, Montgom- 
ery county, of all the franchises and 
property, except cash and certain per- 


sonal property, of Ambler Spring Wa- 
ter Company, and the municipal con- 
tract providing therefor, and the be- 
ginning by said borough of Ambler of 
the operation of a water plant and dis- 
tribution system,—are necessary and 
proper for the service, accommoda- 
tion, convenience, or safety of the 
public, and that certificates of public 
convenience should issue evidencing 
our approval thereof. 








KANSAS SUPREME COURT 


Kansas Gas & Electric Company 


City of McPherson et al. 


[No. 33477.] 
(— Kan. —, 72 P. (2d) 985.) 


Certificates of convenience and necessity, § 52 — When required — Municipal 
electric plant — Extraterritorial service. 
1. A city of the second class, which owns and operates an electric utility, 
is not required to obtain a certificate of convenience and necessity from the 
State Corporation Commission before it can extend its lines and serve 
customers outside the city, p. 518. 


Certificates of convenience and necessity, § 4 — Constitutional requirements — 
Equal protection — Publicly and privately owned utilities. 

2. Chapter 238, Laws 1911 (G. S. 1935, 66-101 et seq.) [requiring the 
obtaining of a certificate of convenience and necessity from the Commis- 
sion] does not violate the antidiscrimination provision of the Fourteenth 
Amendment to the Federal Constitution because of the fact that it applies 
only to privately owned public utilities, and specifically does not apply 
to any public utility in this state owned and operated by any municipality, 
p. 518. 

Municipal plants, § 7 — Powers of court — Extraterritorial service. 
3. Our statutes which authorize cities which own and operate electric 
utilities to extend transmission lines and to serve customers outside the city 
places no limitation on the distance such lines may be extended, or upon 
the character of consumers to be served. Held, the court cannot fix im- 
plied limitations on such acts and service, p. 521. 


[November 6, 1937.] 
Headnotes by the Court. 
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— brought by public utility company to enjoin a city 

from extending electric transmission lines for service 

outside the city; judgment granting injunction reversed with 

directions to set aside injunction granted and to render judgment 
for defendant. 


APPEARANCES: S. C. Bloss, of 
Winfield, Claude I. Depew, of Wich- 
ita, and J. R. Rhoades, of McPherson, 
for appellants ; William Drennan, Otto 
Ziegelmeyer, and Charles W. Lowder, 
all of Kansas City, amicus curiz for 
Board of Public Utilities of Kansas 
City; H. L. McCune and Blatchford 
Downing, both of Kansas City, Mo., 
Robert O. Mason, James L. Galle, 
James A. Cassler, and L. H. Ruppen- 
thal, all of McPherson, and Thomas 
E. Wagstaff and Jay W. Scovel, both 
of Independence, for appellee ; Charles 
L. Hunt, Frank C. Baldwin, and 
Charles A. Walsh, Jr., all of Con- 
cordia, amici curiz. 


Harvey, J.: This action was 
brought to enjoin defendant from ex- 
tending its electric transmission lines 
to the city of Moundridge and supply- 
ing electric energy to that city and vi- 
cinity. After a hearing on the merits, 
the trial court enjoined the defendant 
from extending its transmission lines 
to and supplying electric energy to the 
city of Moundridge and vicinity, “un- 
less and until” defendant “shall obtain 
a certificate of public convenience and 
necessity from the Corporation Com- 
mission of the state.” Defendant has 
appealed, contending it is not required 
by statute to obtain such a certificate. 
Plaintiff has cross-appealed, contend- 
ing the injunction should have been 
granted without qualification. 

The facts may be summarized brief- 
ly as follows: Plaintiff is incorpo- 
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rated under the laws of West Virginia 
and is authorized to do business in 
Kansas. Its business consists of pro- 
ducing, transmitting, and selling elec- 
tric energy. To conduct that business 
it has a large investment in this state. 
It had obtained from the State Corpo- 
ration Commission a certificate of con- 
venience and necessity so as to enable 
it to supply Moundridge and vicinity, 
and many other places, with electric 
energy. In January, 1922, it entered 


into a contract with the governing 
body of the city of Moundridge, which 
had its own electric distribution sys- 
tem, to supply electricity at the city 
gates to the city, for it to distribute 


over its distribution system, most of 
which was within the city. Provisions 
of the contract authorized plaintiff to 
supply electricity directly to consumers 
in the city using more than a stated 
quantity, and also to supply consum- 
ers in the vicinity of Moundridge. By 
its terms this contract was to continue 
in force until July 1, 1936, and there- 
after from year to year until canceled 
by either party, which could be done 
by giving sixty days’ notice in writ- 
ing. The city of Moundridge served 
this notice, terminating the contract 
July 1, 1936; but pending the outcome 
of this action plaintiff is supplying the 
city of Moundridge with electricity 
under the terms of the contract and or- 
ders of the court. Moundridge has a 
population of 875, is using 325 meters 
in its distribution system, and during 
1935 used 366,540 kilowatt hours 
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from plaintiff, and paid therefor the 
sum of $6,444.40. Plaintiff has a 
transmission line, approximately 17 
miles in length, extending from New- 
ton in Harvey county to Moundridge, 
with which it supplies that city, and 
one additional customer therein, and 
the towns of Hesston in Harvey coun- 
ty and Goessel in Marion county, an 
oil field east of Moundridge, and nine 
rural customers in McPherson county 
south and east of Moundridge. 

The city of McPherson, in McPher- 
son county, is a city of the second 
class, with commission form of gov- 
ernment. It has owned and operated 
a municipal electric plant since 1909, 
and has had rural transmission lines 
extending into the surrounding trade 
territory since 1918, northeast, south- 
west, and southeast of the city. The 
line extending southeast toward 
Moundridge, about 17 miles, has been 
serving rural customers north and 
west of Moundridge since 1921, and 
in that year defendant had a substa- 
tion within the corporate limits of 
Moundridge, but furnished no current 
to customers within the corporate lim- 
its. In 1934 and 1935, at an expense 
of about $245,000, defendant rebuilt 
and enlarged its generating plant in 
order to take care of the growing de- 
mands of its customers, both within 
and without the city. Plans were pre- 
pared for the reconstruction of many 
of its existing lines and the construc- 
tion of new lines. “One of these was 
a 12,000-volt, 3-phase line along Unit- 
ed States Highway 81 from the town 
of Elyria to within about a mile and 
ahalf of Moundridge, which line, ex- 
cept the stringing of wires on 8 poles 
about midway between the two towns, 
had been completed at the time of the 


hearing. This was a reconstruction 
and extension of a previously existing 
line, and is the same type as other lines 
extending in other directions from the 
city of McPherson. Plaintiff makes 
no claim that defendant is planning to 
supply current to any of plaintiff's cus- 
tomers, other than Moundridge, which 
has canceled its contract with plaintiff, 
as it had a right todo. The total cost 
of this rural electrification program is 
between $120,000 and $135,000, and 
involves the construction and recon- 
struction of about 198 miles of trans- 
mission lines to serve about 493 cus- 
tomers, none of whom is served by 
plaintiff. This was financed by a bond 
issue, a PWA grant, and current 
revenues. 

In February, 1936, the city of Mc- 
Pherson obtained from the Corpora- 
tion Commission an order approving 
the location and type of construction 
of the lines. No certificate of con- 
venience and necessity was obtained 
from the Corporation Commission, or 
applied for. In April, 1936, a con- 
tract was entered into by the govern- 
ing bodies of the cities of McPherson 
and Moundridge by which the city of 
Moundridge was to buy its electric en- 
ergy from the city of McPherson for 
a term beginning July 1, 1936. Soon 
thereafter, and on May 8, 1936, this 
action was filed. Plaintiff is not a tax- 
payer of the city of McPherson and 
does not rely upon its status as such 
for its right or authority to maintain 
this action, but does rely upon the the- 
ory that it is threatened with unfair 
competition by acts of the city of Mc- 
Pherson unauthorized by law. De- 
fendant questions the right of plaintiff 
to maintain this action, but we pass 
that question for the reason that in 
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an effort to eliminate it at the time of 
the argument in this court it was sug- 
gested the question might be elirinat- 
ed if the state, through its attorney 
general, would then intervene in the 
action; and this was done. . Without 
determining the effect of this upon all 
of the details argued by counsel, it 
seems clear the case is before us for 
our determination of the principal 
questions presented. 

[1, 2] We turn now to the legal 
questions argued. Is the city of Mc- 
Pherson required by law to obtain a 
certificate of convenience and neces- 
sity from the Corporation Commis- 
sion of the state before it can extend 
its electric transmission lines into ter- 
ritory outside of the corporate limits 
of the city? The first statute we had 
requiring any public utility to procure 
such a certificate was enacted in 1911 
Prior to 


(Chap. 238, Laws 1911). 
that time, utility companies, such as 
plaintiff, extended lines into territory 
or not as their managing officers de- 
termined it was advisable to do so for 


business reasons. The general pur- 
pose of this statute was to place public 
utilities not municipally owned and 
operated under the supervision of the 
state, acting through its Corporation 
Commission, or similar regulatory 
bodies, in a manner similar to the 
supervision which the state previously 
had exercised over railroads. In some 
respects it was framed after the Inter- 
state Commerce Commission Act of 
Congress. This act of 1911, with 
some amendments or modifications 
not here important, continues to be the 
law of this state. G.S.1935, 66-101 
et seq. It contained within it (§ 3 
[G.S.1935, 66-104]) the provision: 
“Nothing in this act shall apply to any 
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public utility in this state owned and 
operated by any municipality.” 

Section 31 of the act (G.S,1935, 
66-131) provided that no public util. 
ity governed by the provisions of the 
act could transact business in the state 
until it had obtained a certificate of 
convenience from the Public Utilities 
Commission. Soon after this statute 
was enacted, these provisions came be- 
fore the court for consideration in 
Humphrey v. Pratt (1914) 93 Kan. 
413, 144 Pac. 197. It was there held: 
“Section 31 of the Public Utilities Act 
(Laws 1911, Chap. 238), providing 
that no public utility shall transact 
business until it shall have obtained a 
certificate from the Public Utilities 
Commission that the public conven- 
ience will be promoted, does not apply 
to a public utility, such as an electric 
light plant, owned and operated by a 
municipality.” 

In the opinion (93 Kan. at p. 416) 
the pertinent provisions of the sections 
of the statute were quoted, and it was 
said: “Without determining what is 
meant by the phrase, ‘transact busi- 
ness in this state,’ it is sufficient to say 
that the Public Utilities Act does not 
apply to the enterprise contemplated 
by the city of Pratt.” 

And on p. 417 of 93 Kan., the court 
summarized the argument made by the 
private utility in that case, much of 
the same character as plaintiff makes 
here, and refused to follow it on the 
ground that to do so the court, in ef- 
fect, would be amending the statute. 

So plain was the provision that 
nothing in the Utilities Act should 
apply to any public utility owned 
and operated by any municipality of 
the state that the question did not 
arise again in this court until the 
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case of Holton Creamery Co. v. 
Brown (1933) 137 Kan. 418, 421, 20 
P. (2d) 503, where a question of au- 
thority to fix rates was involved. In 
discussing that question, the court re- 
ferred to the utilities statute of 1911 
and its amendments, and said : 

that statute specifically provides: 
‘Nothing in this act shall apply to any 
public utility in this state owned and 
operated by any municipality. j 
R. S. 66-104. The plain language of 
the statute just quoted apparently has 
been so generally understood that this 
court hitherto has not been called on 
to consider it, although it was inci- 
dentally before us in Humphrey v. 
Pratt (1914) 93 Kan. 413, 144 Pac. 
197, where it was decided that it was 
not necessary for the city to obtain a 
certificate of convenience and necessi- 
ty from the Public Utilities Commis- 
sion as prescribed by § 31 of the act 
(R.S. 66-131) before the city could 
set about the construction of a munici- 
pal light plant.” 

The question was specifically raised 
before this court in Board of Public 
Utilities v. Kansas City Power & 
Light Co. (1934) 139 Kan. 842, 33 
P. (2d) 320, where it was held: “The 
oficial board of public utilities of 
Kansas City does not require a certif- 
icate of convenience from the State 
Corporation Commission to authorize 
it to extend the transmission lines of 
the municipal light and power plant 
beyond the corporate limits of the city 
and to supply its services to custom- 
ers outside the city.” 


Again the court quoted, among oth- 
er things, the provision in § 3 
of the Utilities Act of 1911: “Noth- 
ing in this act shall apply to any pub- 
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lic utility in this state owned and oper- 
ated by any municipality.” 

And with respect to that, and a 
similar provision concerning mutual 
telephone companies, it was said (at 
p- 845 of 139 Kan.): “Those of us 
whose memories go back far enough 
and remain clear enough to recall the 
sharp controversies which attended 
the advocacy of the Utilities Act can 
understand how necessary to its enact- 
ment was the legislative assurance in 
§ 3 that some public utilities were to 
be wholly excluded from its control, 
to wit, mutual telephone companies, 
and municipally owned utilities; and 
that even the power to regulate and 
control privately owned utilities serv- 
ing wholly or principally one city 
should be vested exclusively in the city 
government with only a limited review 
vested in the state Commission.” 

This opinion was written by our 
present chief justice, who in 1911 
was attorney general, and personally 
assisted in drafting the Utilities Act 
(Chap. 238, Laws 1911) and advo- 
cating its enactment. In West Mis- 
souri Power Co. v. Washington 
(1935) 80 F. (2d) 420, construing 
our statute, it was held: “City is not 
required to obtain certificate of con- 
venience and necessity before install- 
ing municipal light and power plant.” 

With respect to the fairness of that 
provision, plaintiff argues that compe- 
tition by utilities municipally owned 
may be fully as objectionable and dis- 
astrous as competition by utilities pri- 
vately owned. This is the same argu- 
ment made by the privately owned 
utility in the Humphrey Case in 1914, 
in the Holton Case in 1933, and 
in the Board of Utilities Case in 
1934. In each of these cases this 
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court, in effect, said, that even if the 
argument should be conceded to be 
sound, it is one which should be ad- 
dressed to the legislature rather than 
to the court. We know of no better 
answer to make now to the argument. 

Plaintiff contends the provision of 
the Utilities Act, that nothing therein 
shall apply to any utility owned and 
operated by any municipality, is un- 
constitutional and void in that it vio- 
lates the antidiscrimination provision 
of the Fourteenth Amendment, Unit- 
ed States Constitution, by denying to 
plaintiff the equal protection of the 
laws of the state. On this point plain- 
tiff cites and chiefly relies on Frost v. 
Oklahoma Corp. Commission, 278 U. 
S. 515, 73 L. ed. 483, P.U.R.1929B, 
634, 49 S. Ct. 235. We have care- 
fully considered this case, and find it 
not to be in point. For a reason which 


will appear later herein, an extended 
analysis of that case will not be nec- 


essary. The constitutionality of this 
provision of our Utilities Act was 
raised in the pleadings and argued in 
the briefs in Board of Public Utilities 
v. Kansas City Power & Light Co. 
supra, and considered by the court 
which treated the question in the opin- 
ion as having no substantial merit. 
Plaintiff contends, however, that the 
antidiscrimination provision of the 
Fourteenth Amendment was not spe- 
cifically raised in that case. This con- 
tention is hardly accurate. But, pass- 
ing that, what are the discriminatory 
provisions of the Utilities Act (Chap. 
238, Laws 1911) which make it un- 
constitutional? It was an act for the 
regulation of public utilities other than 
mutual telephone companies, and any 
utility owned and operated by any 
municipality. It provided for the 
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regulation of utilities covered by the 
act. It did not provide for the regy. 
lation of utilities not covered by the 
act; namely, those owned and operat- 
ed by any municipality. Other stat. 
utes place the regulation of such util. 
ities in the governing bodies of the 
respective municipalities. Having 
placed the regulation of municipally 
owned and operated utilities in the 
municipalities, this Utilities Act 
(Chap. 238, Laws 1911) was enacted 
for the regulation of privately owned 
public utilities. If the legislature had 
no power or authority to pass such an 
act, then of course, the entire act is 
void, and no public utility would be 
required to get a certificate of conven- 
ience and necessity from the Corpo- 
ration Commission, for it is the only 
statute requiring it. But that con- 
struction would not be agreeable to 
plaintiff, at least as far as its present 
argument is concerned, for then it 
would have no basis to say that it had 
any priority of right. It is under § 31 
of that act (G.S.1935, 66-131) on 
which plaintiff predicates that argu- 
ment ; hence, it is essential that section 
remain in force before plaintiff can 
have any foundation to make this 
argument. That is the section ur- 
der which plaintiff got its certificate 
of convenience to serve Moundridge, 
which, by the way, it procured after 
the city of McPherson had a transmis- 
sion line to Moundridge and a substa- 
tion within the city. Really, plaintiff 
seeks to rely upon the part of the 
statute it deems favorable to it, and to 
have adjudged invalid the part it 
deems unfavorable to it. We cannot 
so hold. Respecting the point here in- 
volved, the statute as a whole must 
stand or fall. There is a presumption 
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the statute would not have been enact- 
ed by the legislature without the pro- 
visions therein that it should not ap- 
ply to mutual telephone companies, or 
to any utility owned and operated by 
any municipality. Frost v. Oklahoma 
Corp. Commission, supra. Here, in 
addition to the presumption, that fact 
has been judicially noticed. Board of 
Public Utilities v. Kansas City Power 
& Light Co. supra. The fact that the 
statute pertains only to privately 
owned public utilities, and excludes 
from its provisions municipally owned 
and operated public utilities, is not 
such a discrimination as invalidates 
the act. Springfield Gas & E. Co. v. 
Springfield (1921) 257 U. S. 66, 66 
L. ed. 131, P.U.R.1922A, 576, 42 S. 
Ct. 24. See, also, Yamhill Electric 
Co. v. McMinnville, 130 Or. 309, 
P.U.R.1929C, 346, 274 Pac. 118, 280 
Pac. 504, and cases there cited. If the 


provision in the act that it did not ap- 
ply to mutual telephone companies, or 
to any utility owned and operated by 
any municipality, makes a classifica- 


tion invalid under the Fourteenth 
Amendment, the result would be that 
the entire act would be void (Frost v. 
Oklahoma Corp. Commission, supra), 
and plaintiff would gain nothing from 
such a holding. The trial court was 
in error in holding the city was under 
the duty of obtaining a certificate of 
convenience and necessity from the 
State Corporation Commission. 

[3] Plaintiff, by its cross-appeal, 
contends that a second-class city, such 
as is the city of McPherson, has no 
authority to extend its lines 17 miles 
to the city of Moundridge for the pur- 
pose of supplying that city and its in- 
habitants, and those living in the im- 
mediate vicinity of that city, with elec- 
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tricity. Note is taken of Gen. St. 
1935, 12-821, which confers upon any 
city operating a power and lighting 
plant the authority to extend its trans- 
mission lines within or without the 
city, and plaintiff concedes the city 
may extend its lines to serve custom- 
ers near the city; but it is argued 
that does not authorize the extension 
of lines as far as 17 miles to another 
city, and there serve it and customers 
in its immediate vicinity. It is not 
argued the state, through its legisla- 
ture, does not have power to grant 
such authority to cities ; the contention 
is that it has not done so. We have 
considered with care the unusually able 
briefs of plaintiff and of amici curiz 
in support of this contention, and are 
unable to agree with them. It is true, 
as plaintiff contends, municipal corpo- 
rations are creatures of the law and 
have only such authority as is con- 
ferred upon them by statute. State 
ex rel. Mitchell v. Coffeyville (1929) 
127 Kan. 663, 274 Pac. 258, 63 A.L.R. 
610. But the wording of our statutes 
places no such limitation upon the au- 
thority of a municipality owning and 
operating an electric plant, as plaintiff 
contends exists. Really, the argument 
is that there is an implied limitation 
upon the express authority granted. 
That reasoning is difficult to follow. 
It is also true, as argued by plaintiff, 
that the general policy of this state 
throughout its history has been and is 
for its municipalities and other sub- 
divisions of the state to perform gov- 
ernmental functions, or at the most 
what may be referred to as quasi gov- 
ernmental functions, and that it is 
contrary to such public policy for the 
subdivisions of the state to go into 
business generally in competition with 
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private capital. State ex rel. Mellott 
v. Kaw Valley Drainage Dist. (1928) 
126 Kan. 43, 267 Pac. 31. With re- 
spect, however, to utilities furnishing 
such things as water, gas, and elec- 
tricity, a different public policy has 
grown up; namely, that these be fur- 
nished, or may be furnished, by mu- 
nicipalities. This has developed in 
part at least from necessity; that is 
to say, privately owned public utilities 
were not available in many localities, 
and the people of the cities and of rural 
districts were unable to have the bene- 
fit of such things unless they could be 
furnished by municipalities. This was 
noticed and commented upon in the 
opinion of the court by Justice Burch 
in Municipal Power Transmission Co. 
v. Lyndon (1928) 127 Kan. 59, 66, 
272 Pac. 158, 161. It was there 
pointed out that as early as 1903 cit- 
ies were given authority to purchase 


or produce and to sell natural gas, and 
that in 1911 this authority was extend- 
ed so as to include electricity, and it 


was said: “The statute, being a re- 
medial public welfare statute having a 
purpose beyond the mere government 
of an incorporated city, is to be liber- 
ally construed.” 

Our statutes conferring authority 
upon municipalities with respect to 
utilities owned or operated by them 
have varied provisions, but generally 
speaking, and to the extent they deal 
with the question, the authority is con- 
ferred to extend lines or pipes outside 
the city and serve customers there, 
as well as to make such extensions and 
furnish such service within the city. 
For a partial list of these statutes bear- 
ing on this question, see G.S.1935, 12- 
801, 12-804, 12-806, 12-808, 12-817, 
12-821, 12-831, and 12-842. Those 
21 P.U.R.(N.S.) 


which confer authority to extend lines 
or mains outside the city have no ex- 
press limitations as to the distance out- 
side the city electric lines may be ex- 
tended. Neither do they have any lim- 
itation with respect to the class of con- 
sumers, whether individuals, partner- 
ships, or public or private corpora- 
tions, who may be served. We real- 
ize sometimes hardships may result 
where cities extend their lines into 
territory wholly or partially served by 
a privately owned utility of the same 
kind. In Board of Public Utilities 
v. Kansas City Power & Light Co. 
(1934) 139 Kan. 842, 847, 33 P. (2d) 
320, we had occasion to comment on 
that subject; but it was held that fact 
would not justify this court in saying 
the city-owned and operated utility 
did not have the authority the legis- 
lature granted to it. A similar situa- 
tion exists in this case. However, we 
note the record shows plaintiff serves 
only 9 rural consumers of electricity 
in McPherson county while defendant 
is serving, or has contracts to serve, 
493 such customers. Possibly this in- 
dicates that electric energy is more 
readily available to rural consumers 
where the utility furnishing it is owned 
and operated by a municipality than 
by a private individual or corporation. 
Whether cities owning or operating an 
electric utility should be authorized to 
extend transmission lines and sell elec- 
tricity to consumers outside the city 
without a limitation being placed on 
the distance such lines can be extend- 
ed, or the class of consumers to whom 
sales can be made, is a question of 
statecraft to be determined by the leg- 
islature ; not by the courts. 

Plaintiff argues that if the city of 
McPherson desired to supply the city 
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of Moundridge with electricity it 
would have to do so at its own city 
gates; that it had no authority to build 
a transmission line to Moundridge; 
that the city of Moundridge might 
build a transmission line to the city of 
McPherson and there receive its elec- 
tricity. That kind of an arrangement 
was shown to exist in Holton v. Kan- 
sas Power & Light Co. 135 Kan. 58, 
P.U.R.1932D, 415, 9 P. (2d) 675. 
We see no reason for this distinction. 


The fact that this kind of an arrange- 
ment was made between the city of 
Holton and some other cities does not 
determine the fact that it has to be 
done that way. We see nothing in the 
statute requiring it. The point raised 
by plaintiff on its cross-appeal is not 
well taken. 

The judgment of the court below is 
reversed, with directions to set aside 
the injunction granted, and to render 
judgment for defendant. 
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Adolph L. White 


Mountain Fuel Supply Company 


[Case No. 1994.] 


Rates, § 254 — Proper schedule — Duty of utility. 
1. A public utility engaged in serving the public with natural gas is under 
obligation to a consumer to afford him service at the most reasonable, avail- 
able rate under the schedule of rates as fixed by the Commission, p. 525. 
Reparation, § 30 — Charges under improper schedule. 
2. A natural gas utility which has assessed charges against a customer under 
one schedule, while application of another schedule as asked by the cus- 
tomer and properly available to him would have resulted in lower charges, 
must make reparation to the customer, p. 525. 
Reparation, § 50 — Limitations of time. 
3. The statute prohibits the Commission from ordering reparation for a 
period in excess of one year prior to the time complaint is filed with the 
Commission, p. 525. 
[November 10, 1937.] 
Set agearh? against alleged overcharges because of applica- 
tion of improper rate schedule; complaint sustained and 
reparation ordered. 


¥ 


APPEARANCES: Alvin I. Smith, filed August 28, 1937, Adolph L. 


for A. L. White, complainant; Wil- 
liam D. Ray and Jules D. Roberts, for 
the Mountain Fuel Supply Company. 


By the Commiss1on: By complaint 
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White alleges certain unjust and un- 
reasonable acts of the defendant, 
Mountain Fuel Supply Company, and 
requests the Commission to issue the 
following orders: 
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1. That the defendant corporation 
be instructed to offer complainant a 
contract for the entire year of 1937 
with the same terms and rate classifi- 
cation of the contract offered by the 
defendant on March Ist, which was 
to begin on or about the Ist day of 
March, 1937. 

2. That the complainant be allowed 
a refund by the defendant corporation 
for the unreasonable charges he paid 
under the discriminatory rate pre- 
scribed by the defendant corporation 
in the years 1935 and 1936. The dif- 
ference in the charges under the two 
rates to the best of his knowledge and 
belief amounts to approximately $90. 
(Because the actual amount of differ- 
ence between the two rates can be com- 
puted correctly from the defendant’s 
record, it is the complainant’s re- 
quest that the defendant be compelled 
to compute the exact charges and to 
refund the amount found to be due in 
compliance with the Commission’s 
decision. ) 

On September 20, 1937, the defend- 
ant, Mountain Fuel Supply Company, 
filed its answer to the complaint. 

A public hearing was held before 
the Commission at its office in the 
state capitol on Monday, September 
20, 1937. 

From the testimony introduced at 
said hearing and from the records 
and files in the case, which are made a 
part hereof by reference, the Com- 
mission finds: 

That the primary purpose of the 
complainant in this case was to obtain 
refunds of certain alleged overcharg- 
es assessed against complainant as the 
result of being billed under Schedule 
IV instead of Schedule V. The duty 
of the Commission then is to consider 
whether or not the tariffs of the 


21 P.U.R.(N.S.) 


Mountain Fuel Supply Company were 
properly construed and if not the 
amount of reparation due the com. 
plainant. Schedules IV and V of the 
Mountain Fuel Supply Company are 
as follows: 


Class IV 


Gas used as fuel in space heaters, 
circulating heaters, steam radiators, 
furnaces, and under boilers in steam 
or hot water heating plants, for 
heating and water heating for office 
buildings, apartment buildings, fac- 
tories, stores, garages, churches, hos- 
pitals, schools, theaters, auditoriums, 
hotels, and public buiidings, etc. : 
First 100,000 cu. ft. per month, 25¢ per M 


cu. ft. 
Next 400,000 cu. ft. per month, 20¢ per M 


cu. ft. 

Next a sate cu. ft. per month, 19¢ per M 
cu. it. 

All over 1,000,000 cu. ft. per month, 18¢ per 
M cu. ft. 

Minimum bill, $250.00 per year. 


Class V 


Gas used as fuel for heating in dis- 
trict heating plants and/or for heat- 
ing and power purposes in conjunc- 
tion with manufacturing and indus- 
trial processes as in brick bake ovens, 
brick and pottery kilns, cement kilns, 
glass furnaces, refinery stills, iron 
foundries and steel works, smelters, 
mills and mines, sugar mills, and re- 
fineries and canneries; ice, cold stor- 
age and packing plants, laundries, 
greenhouses, railroad shops and 
roundhouses, etc. : 


First 100,000 cu. ft. per month, 25¢ per M 


cu. ft. 

Next 900,000 cu. ft. per month, 16¢ per M 
cu. ft. 

Next  eaeneg cu. ft. per month, 15¢ per M 
cu. ft. 

Next 10,000,000 cu. ft. per month, 14¢ per 
M cu. ft. 

All over 15,000,000 cu. ft. per month, 13¢ per 
M cu, ft. 

Minimum bill, $600.00 per year. 
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Service may be received under 
Class V: “Where one customer has 
a 50 per cent or more interest in one 
or more adjacent or adjoining build- 
ings having separate heating plants, 
these heating plants may be added to 
customer’s consumption if service is 
rendered through customer’s original 
meters and total consumption billed on 
Class V, if such consumption will sat- 
isfy all Class V requirements.” 

From a study of the tariffs of the 
Mountain Fuel Supply Company it 
appears that the point to be decided 
is whether or not the Snow apartments 
is one or two buildings. If it is one 
building Rate IV is applicable; if it 
is two buildings Rate V is applicable, 
and should have been applicable since 
establishment of service. 

The evidence in the case proves that 
the Snow apartment house building, 
owned by the complainant is, for the 
purpose of applying Schedule V. two 
buildings. The complainant testified 
at the hearing that. the apartment 
house was two separate buildings and 
the officials of the Mountain Fuel 
Supply Company substantiated this 
contention by an admission that they 
considered the Snow apartments to 
be two buildings. Quoting the tes- 
timony of Mr. Hillard, in part, on 
page 28 of the transcript : 


Mr. Holbrook: Have you exam- 
ined this building? 
A. Yes. 


Q. Do you believe that it ought to 
come under Rate V? 


A, I will have to again refer to my 
original answer for that. We have 
given him the benefit of a doubt and 
placed him on Rate V. 


Mr. Ray: You gave him then the 
benefit of a doubt? 


A. Yes, gave him the benefit of a 
doubt. 

Mr. Holbrook: After you had ex- 
amined it, were you satisfied in your 
own mind as to whether it was two 
buildings? 

A. I am satisfied in my own mind 
it was—it’s under one roof, so I had 
classified it as one building. 

Q. And why do you classify it now 
as two buildings? 

A. Because it was a border line 
case, as I say, and Mr. White was so 
emphatic that it was two buildings. 

We can’t help but find that com- 
plainant has complied in all respects 
with the rules and requirements ap- 
plicable to Schedule V and is there- 
fore entitled to be served under that 
schedule. 

[1-3] We find that since the de- 
fendant company is a public utility 
engaged in serving the public with nat- 
ural gas, it was under the obligation 
to complainant as a consumer to af- 
ford him service at the most reason- 
able, available rate under the schedule 
of rates as fixed by the Public Service 
Commission of Utah, and that defend- 
ant had received notice of the situation 
when complainant made application to 
the defendant for lower rates which, 
as the transcript bears out, was in 
1930 or 1931. It then follows that if 
complainant is now in compliance with 
the rules and requirements which en- 
title him to service under Schedule V, 
he was entitled to it from the date he 
signed the contract for service with 
the Mountain Fuel Supply Company, 
as no physical changes in the property 
have been made since that time. In 
76—6-20, Rev. Stats. of Utah, 1933, 
as amended by Laws of Utah, 1935, 
it reads in part: 

“|. . All complaints concerning 
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unjust, unreasonable, or discrimina- 
tory charges shall be filed with the 
Commission within one year, and those 
concerning charges in excess of the 
schedules, rates, and tariffs on file 
with the Commission shall be ‘filed with 
the Commission within two years, 
from the time such charge was made, 
and all complaints for the enforcement 
of any order of the Commission shall 
be filed in court within one year from 
the date of such order. = 

This statute prohibits the Com- 
mission from ordering reparation to 
the complainant for a period in ex- 
cess of one year prior to the time com- 
plaint was filed with the Commission. 

The Commission therefore con- 
cludes and decides: 

1. That the rate assessed complain- 
ant, A. L. White, under Schedule IV 


from August 28, 1936, to August 28, 
1937, was unlawful to the extent that 
it exceeded the rate under Schedule V, 
which schedule was applicable and 
should have been assessed, and that 
complainant is entitled to reparation 
with interest in the amount of the dif- 
ference between the rate paid and the 
rate found lawful. 

It is ordered, that the Mountain 
Fuel Supply Company make repara- 
tion to complainant, A. L. White, in 
an amount, with interest, of the dif- 
ference between the rate paid under 
Schedule IV and the amount that 
should have been paid under Schedule 
V between August 28, 1936, and the 
date of this order. 

Ordered further, that complainant 
in the future be billed under Schedule 
V. 





CALIFORNIA RAILROAD COMMISSION 


Re Aptos Water Company 


[Decision No. 30318, Application No. 21298.] 


Security issues, § 120 — Conditions of approval — Contract with large customer. 
A water utility whose ability to meet financial obligations depended princi- 
pally upon the sale of water to a single large consumer served under contract 
was authorized to issue bonds on condition that the contract with this con- 
sumer should be amended so as to constitute a covenant running with the 
land so long as any of such bonds should be outstanding and also to bind 
successors and assigns of both parties. 

[November 8, 1937.] 


oe by water company for authority to issue bonds; 
authority granted on condition. 


APPEARANCES: Orrick, Palmer, 
and Dahlquist, by T. W. Dahlquist and 
N. D. Rowley, for applicant. 


WAKEFIELD, Commissioner: Ap- 
tos Water Company, a California cor- 
poration, asks permission to issue 
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$100,000 of its first mortgage bonds, 
series A 5 per cent due June 1, 195/, 
and execute a mortgage of chattels and 
trust indenture to secure the payment 
of the bonds. Aptos Water Company 
also asks the Commission to declare 
that public convenience and necessity 
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require it to exercise in its service area 
the rights and privileges granted by 
resolution of the board of supervisors 
of Santa Cruz county filed in this pro- 
ceeding as Exhibit No. 2. 

Aptos Water Company has out- 
standing $51,003 par value of com- 
mon capital stock. Of this stock $51,- 
000 was issued under the authority 
granted by Decision No. 19659 dated 
April 23, 1928, in Application No. 
14438, and $3 under the authority 
granted by Decision No. 19212 dated 
January 3, 1928, in Application No. 
14241. The service area of applicant 
is shown on the map filed in this pro- 
ceeding as Exhibit No. 4. In general, 
the service area consists of that por- 
tion of the Aptos and Soquel Augmen- 
tation Ranchos generally known un- 
der the following names:—Rio Del 
Mar Country Club, town of Aptos, 
Rio Del Mar Poultry Farms, Deer 
Park, Monte Toyon, and Rio Del Mar 
lodge sites. 

It is of record that a large part of 
applicant’s present distribution system 
is obsolete and inadequate. Much of 
it must be replaced and the system en- 
larged and extended to serve new con- 
sumers. The increase in the number 
of active service connections at the 
end of each calendar year is reported 


as follows: 
Number of 
Active Service 
Connections 
95 


Engineering studies showing the 
estimated cost of applicant’s existing 
water properties and the estimated cost 
of its proposed new construction were 
Presented by G. W. Cooper, an en- 
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gineer for the company, and by Jos. 
Waithman and M. W. Boright, engi- 
neers for the Commission. Mr. Bo- 
right submitted a valuation of the 
company’s lands and Mr. Waithman 
an historical cost estimate of existing 
facilities to be retained by applicant, 
an estimate of the accrued deprecia- 
tion applicable to such facilities and an 
estimate of the cost of constructing 
new facilities. Mr. Cooper’s report 
covers properties which applicant does 
not now intend to acquire and con- 
struct. As to existing properties, his 
report contains an estimate of the cost 
of reproducing such properties. The 
two engineering studies are in substan- 
tial agreement as to the cost of the 
properties which applicant intends to 
acquire and construct presently, here- 
inafter referred to as the initial sys- 
tem. 

The estimated cost of survivor capi- 
tal of the existing system combined 
with the estimated cost of proposed 
additions and extensions is by Mr. 
Waithman in Exhibit 7, reported as 
follows: [Table omitted. ] 

As stated, Aptos Water Company 
asks permission to issue and sell at not 
less than 94 per cent of their face val- 
ue and accrued interest, $100,000 of 
its first mortgage 5 per cent bonds for 
the purpose of paying in part the cost 
of its proposed additions and better- 
ments. Under § 35 of its proposed 
trust indenture applicant covenants 
that it will apply all of the net proceeds 
from the sale of said $100,000 of 
bonds toward the construction and 
completion of the initial water collec- 
tion and distribution system described 
in a schedule filed with the trustee. 
The company further covenants and 
agrees fully to pay the costs of con- 
struction of said system and all bills 
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or claims contracted or incurred in 
connection with said construction, to 
the end that said system will be com- 
pleted free of all liens except the lien 
of the indenture. 

Aptos Water Company has filed 
with the Commission a copy of the de- 
scription of its initial collection and 
water system referred to in said § 35. 
It comprises the system referred to in 
Mr. Cooper’s and Mr. Waithman’s 
reports. 

It is of record that Aptos Land and 
Water Company, owner of applicant’s 
stock, will unconditionally guarantee 
that the intial system will be fully con- 
structed and completed. The testi- 
mony shows that the system can be 
completed in about six months. The 


Aptos Land and Water Company will 
either make a donation to applicant or 
buy its common stock for a considera- 


tion that will enable it to complete the 
water system. The money which Ap- 
tos Land and Water Company will 
provide should be made available to 
applicant before or at the time it is 
expending its bond proceeds. Funds 
from the two sources should be ex- 
pended on a pari passu basis. A copy 
of the agreement of guaranty to be ex- 
ecuted by Aptos Land and Water 
Company, Inc., has been filed with this 
Commission. There has also been filed 
with us a revised copy of applicant’s 
proposed mortgage of chattels and 
trust indenture. The several instru- 
ments are in satisfactory form. 

Applicant’s operating revenues and 
operating expenses are estimated as 
follows : 

[Table omitted. ] 

It is quite evident that applicant’s 
ability to meet its obligations is de- 
pendent largely upon the sale of wa- 
ter to the Rio Del Mar Country Club, 
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Inc., hereinafter sometimes referred 
to as the Club. There is filed in this 
proceeding as Exhibit No. 3 a contract 
between applicant and Rio Del Mar 
Country Club, Inc. The contract 
runs for a period of twenty years, 
During that time applicant agrees to 
furnish the Club all water reasonably 
required for the following purposes; 

A. For irrigation and proper main- 
tenance of Club’s 18-hole golf course. 

B. For domestic consumption, lawn, 
and shrubbery irrigation, and. other 
miscellaneous uses required at the 
main Club building, employees’ living 
quarters, golf lodge and adjacent cab- 
ins, and beach club, all of which are 
owned and operated by the Club. 

C. For incidental sprinkling and 
watering of grass plots and other park 
areas situate within the borders of real 
property owned by the Club. 

The agreement specifies the quanti- 
ty of water which shall represent the 
actual consumption of water by the 
Club for each month during every 
year the agreement is in existence. 
The Club will pay for such quantities 
of water the rate on file with the Com- 
mission. Applicant may, on thirty 
days’ notice to the Club, cancel the 
agreement, it being specifically under- 
stood, however, that the Club shall 
have no right of option to cancel the 
agreement. The agreement is subject 
to. such changes or modifications by 
the Railroad Commission as said Com- 
mission may from time to time direct, 
in the exercise of its jurisdiction. The 
agreement in its present form is nota 
covenant running with the land owned 
by the Club, nor does it bind the su’ 
cessors and assigns of either party 
The order herein will require the” 
agreement to be amended in those two 
respects. 
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# CRAWLER AND 
LOCOMOTIVE 
—SHOVELS-— 

DRAGLINES—CRANES 


@ Today operators all over 
the country are shouting 
the praises of the Link-Belt 
Speed-o-Matic. The easy, 
hydraulic - pressure lever 
controls have made oper- 
ation like play instead of 
work. It results in... 
much speedier operation 
... elimination of op- 
erator fatigue .. .less 
wearing parts, less 
trouble...greatly in- 
creased output 


LINK-BELT COMPANY 
300 West Pershing Road 
CHICAGO 
Distributors and Offices in 
7260-A Principal Cities 
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Industrial Progress 





Cedar Pole Group Elects 
Officers: and Directors 


A the annual meeting of the Western Red 
and Northern White Cedar Association, 
held in Minneapolis, Minnesota, February 8th 
and 9th, the following officers were elected: 
President, Mr. J. E. Schaefer, President, 
Schaefer-Hitchcock Company, Sandpoint, 
Idaho; Vice President, Mr. M. J. Bell, Jr., 
Vice President, Bell Lumber & Pole Company, 
Minneapolis, Minnesota; Treasurer, Mr. 
Harry F. Partridge, T. M. Partridge Lumber 
Company, Minneapolis, Minnesota. 

The following Board of Directors also was 
elected: Mr. R. V. Clute, Vice President, 
Weyerhaeuser Pole Company, Minneapolis, 
Minnesota; Mr. M. P. Flannery, President, 
B: Ji Carney & Company, Spokane, Washing- 
ton; Mr. J. E. Seaman, Western Manager, 
Page & Hill Company, Spokane, Washing- 
ton, and Mr. M. H. Sperry, President, Valen- 
tine Clark Corporation, St. Paul, Minnesota. 

Mr. Charles D. Manson is Secretary-Man- 
ager of the Western Red & Northern White 
Cedar Association and Dr. J. P. Wentling is 
Director of Research. The Association’s offi- 
ces are located at 401 Metropolitan Bank 
Building, Minneapolis, Minnesota. 


Ditto Announces New Liquid 
Process Duplicator 


NEw, self-feeding and self-ejecting office 
duplicator which makes up to 300 bright 
copies direct from one handwritten, typed or 
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drawn original, without the aid of type, sten- 
cils or gelatine, has just been perfected by 
Ditto, Incorporated, Chicago. 

The manufacturer claims the machine will 
produce 70 copies per minute, on paper as 
large as 9” x 14” and varying in weight from 
tissue to card stock. A newly designed sta- 
tionary type feed unit, never before employ 
on any other duplicator, assures fast f 
and accurate registration. Reproductions in 
one or all of five colors are made in one 
operation. 

When a run is completed, the original may 
be filed and used repeatedly over a period of 
months until 300 copies have been produced, 


Three New Light-Duty Trucks 
Announced by GMC 


HREE new light-duty truck models, built 
to fit varied capacity requirements in the 
light-duty field, are announced by General 
Motors Truck & Coach Division for 1938. 
Supplementing the half-ton trucks offered 
before, the new models are of three-quarter, 
one ton, and one and one-quarter ton capacity. 
By so expanding its line to cover the entire 
trucking field, GMC thus has built up its 1938 
light-duty series by successive stages to the 
one and one-half ton truck field 
All three of the new models feature the 
new “223” engine and GMC’s proved features 
of design combined with improvements and 
new features in the light-duty field. 
Incorporated in these improvements are 
newly designed rear axles, big rear springs, 
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PIPE LINES --- 


When DUG with 


“CLEVELANDS” 
“Beby Digger 4 e re a COST LES S 


Model 
Why? 
* ... BECAUSE 


Compact, fast, flexible, and with all 
dead-weight eliminated, yet powerful and 
rugged “Clevelands” deliver more trench 
footage on more work in a given time. 


ind — 
the REASON — 


housands of miles of completed work 

ove the correctness of “Clevelands” 
iginal, patented, distinctive design. 

nd “Clevelands” are built to endure. 

he toughest, hardest materials are 

d throughout. Buckets and all cut- 

ng units are designed to insure maxi- 

m digging capacity in all kinds of 
il with the minimum expenditure of 
wer. Most “machine-trench” at least 
t—that is what you get with “Clevelands.” 
oof on your own work for the asking. 


“Cleveland 
Model 110” 


Illustrated below an important cost cutting 
‘Cleveland’ feature — low-cost transporta- 
jal ee **Clevelands’’ load 

1 a 


in to 15 minutes and move 
who egy THE CLEVELAND 


“Pioneer of the Small Trencher” 
20100 St. Clair Avenue 
Cleveland, Ohio 


7 CLEVELANDS — 
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a new frame, three-speed syncro-mesh trans- 
mission, husky spring pins, and U-type 
shackles the same as used on heavier GMC 
models. 

Three body types are available in each of the 
three new truck models: panel, pick-up, and 
platform stake. Both the one ton and one and 
one-quarter ton models have an ideal load 
space for nine-foot bodies, the longest stand- 
ard light-duty bodies offered in the industry, 
according to the manufacturer. The body sizes 
available for these new models are as large as 
bodies usually offered on short wheelbase one 
and one-half ton models. 

The many other advanced features of GMC 
for 1938 are also offered on the three new 
truck models. These include an improved ap- 
pearance and the long list of advantages pro- 
viding greater driving comfort. 


Graver Announces New 
Clarifier 


| im industrial engineer who has settling 
problems in connection with water, 
chemicals, solutions or mixtures, will be in- 
terested in Graver Tank & Mfg. Company’s 


Seip Multi-tray Clarifier 


new Seip Multi-tray Clarifier, which is de- 
signed and bu It on an entirely new principle— 
that of upward sludge filtration by means of 
periphery intake channel. 

As compared with center intake channels, 
common to most settlers, the intake in the new 
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Seip is ten times as ane which seiioces pro- 
portionately the rate of speed of in 
liquids and results in minimum disturbemete 
the liquid. 

The Seip Clarifier, built for hot or cold 
liquids, is furnished complete with vertical 








Cross Section of Clarifier 


tank and fittings, or can be accommodated to 
any existing tank. 

The Graver Tank & Mfg. Co., Inc., with 
plants at East Chicago, Ind., and Ca 
Pa., have a background of 75 years’ experi- 
ence in manufacturing tanks of every descrip- 
tion, water circulating and filter systems for 
swim-pools, water softeners, and water 
treating equipment for the removal of odor, - 
color, taste or minerals. 


Pa. Transformer Co. Issues 
Performance Records Bulletin 


Sede records of Pennsylvania Dis- 
tribution Transformers is the subject of 
Bulletin 350, recently issued by the Pennsyl- 
vania Transformer Company, — Pittsburgh, 
Pennsylvania. 

The bulletin contains a graphic story of the 
fundamental improvements incorporated ‘ex- 
clusively in Pennsylvania Distribution Trans- 
formers. 

In addition to the illustrations of basic coil 
refinements, the bulletin contains a symposium 
of vital problems with practical solutions as 
offered by this manufacturer. 

Copies of Bulletin 350 may be obtained from 
the manufacturer. . 


Unusual Insulator Test 


N one of the most unusual tests ever con- 
ducted at the Bureau of Standards at 
Washington, a huge 1600-pound porcelain in- 
sulator, built for General Electric's radio sta- 
tion WGY at Schenectady, was tested to de- 
struction by compression. r 
Manufactured by Locke Insulator oe 
tion as the base support for the new “ 
antenna tower for WGY, the mammoth it- 
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FOSTER WHEELER CORPORATION, 165 Broadway, New York, N. Y. 
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sulator was designed for a maximum perma- 
nent load of approximately 500,000 pounds 
with a factor of safety of four. A duplicate 
insulator had been proof-tested to 800,000 
pounds prior to the destruction test. This in- 
sulator will be used to support the tower. 

The four-foot high insulator, dwarfed in 
size by the gigantic 10,000,000 pound hydraulic 
testing machine, successfully withstood con- 
tinuously increasing pressure up past the two- 
million-pound mark until at 2,180,000 pounds 
it exploded with a crack like a cannon, The 
hollow porcelain shell was completely shat- 
tered by the tremendous force. 


Animated Display Aids Sales 


Fae: orem. colorful startling displays for 
windows, counters and showrooms, defi- 
nitely geared to immediate advertising needs, 
can now be made up without special skill, 
trouble or expense beyond the small first cost. 
Just introduced by Besbee Products Corp., 


Spell-O-Tex Display 


Trenton, N. J., each Spell-O-Tex display com- 
prises glass panel, holder, reflector and elec- 
trical unit with attachment cord, ready for use. 

Special vacuum letters and figures are 
merely pressed in place on the glass panel. 
They stick indefinitely, can be used over and 
over again, yet are instantly removable for 


corrections or changes. The result is a smart, 


effective, very readable sign with striking 
block letters against a transluscent panel. 

The glass panels are available in round, 
oblong and polygon shapes, as well as in green 
or white glass. The user can secure additional 
colored effects by using colored lamp bulbs. 
The letters are available in 1” and 1%” sizes, 
in different colors, and come in scientifically 
selected fonts mounted in permanent file books. 
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New Bulletin on the P & H 
Multi-Service Crawler Hoist 


Bye Harnischfeger Corporation announces 
the release of Bulletin X-39 entitled “P % 
H Multi-Service Crawler Hoist,” which de- 
scribes in detail the many features combined 
in this new general utility high-speed machine. 

With interesting job photos and line draw- 
ings, the many uses of the P & H Multi-Sery- 
ice Crawler Hoist are explained to bring home 
the many new advantages this machine brings 
the construction and maintenance fields. Con- 
densed specifications are also included to com- 
plete data on this revolutionary machine. 
Copies of this catalog may be obtained by 
writing to the Harnischfeger Corporation, 4400 
West National Avenue, Milwaukee, Wis. 
consin. 


Buffalo Niagara Electric Corp. 
Plans Expansion Program 


Hee L. Mann, president of the Buffalo 
Niagara Electric Corporation, has an- 
nounced a $5,000,000 expansion program for 
the city of Buffalo. The plan includes a new 
$1,500,000 terminal station on the city’s out- 
skirts, through which power might be routed 
from other sources, Installation of nearly 210 
miles of underground cable will be included 
in the plan. 


Okonite Company Issues New 
Book on Insulation 


HE Okonite Company, manufacturers of 

insulated wires and cables, of Passaic, 
New Jersey, have published a new book en- 
titled “Okonite Insulation.” It describes not 
only how Okonite rubber insulation is made, 
but also gives tables on resistance, thicknesses, 
diameters and installation data pertinent to 
rubber insulated cables for service up to 5,000 
volts. 


New Pittsburgh Corning Plant 


Oo of a new industrial plant was an- 
nounced by H. S. Wherrett, president of 
the Pittsburgh Corning Corp. The plant has 
been established at Port Alleghany, Pa., north 
of Pittsburgh, for the manufacture of the new | 
P. C. Glass Block by the Pittsburgh Corning 
Corp., a subsidiary recently formed ‘ 
ha Plate Glass Co. and Corning Glass 
orks. Be 


Smogtype Insulator 


Hi ip provide satisfactory performance ™ 
districts exposed to fog or conta 
influences such as smoke, dust, cement, 
oil spray and chemicals, the Ohio Brass Com 
pany, Mansfield, Ohio, has developed am 
type of suspension insulator, known as 
mi . 
Distinctive features of this new insulalt 
are a long leakage distance, petticoating @ 
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TRANSFORMERS 
Painstaking Workmanship 


..one of many 
reasons for 
Pennsylvania 
reliability 


Every step in fabrication 
is characterized by pains- 
taking workmanship and 
careful supervision. Design, 
construction, inspection and 
tests are all conducted in 
our own plant, resulting in 
the co-ordination of every 
detail, and in the assurance 
of reliability in every trans- 
former. Write for Bulle- 
tin 340. 


Heavy secondary leads electro-brazed directly to heavy copper bars 
process which results in a joint as reliable as the copper itself. is 
operation, being practically instantaneous, prevents conducting of heat 
from joint to interior of winding. 


Write for your copy 
of Bulletin 340 





TRANSFORMER CO. 


170le-ISLAND. AVENUE, n 


PITTSBURGH ¢ PENNA. 
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posed to the weather, wide spacing between 
the outer petticoats, a deep metallized inner 
petticoat for flux control, a recessed cement 
matrix between porcelain and pin, a coupling 
arrangement which saves space and protects 
the cap from water dripping from the unit 
above, and high-strength sections. 

The results of these features are high sur- 
face resistance, self cleaning of exposed parts, 
freedom from radio interference, high re- 
sistance to corrosion, liberal clearances be- 
tween units, high string length efficiency and 
less breakage from mechanical impacts. 


Ideal Commutator Announces 
New Automatic Stripper 


NEW Automatic Wire Stripper that will 
A not crush stranded wire, has been added 
to the “E-Z” Wire Stripper line of the Ideal 
Commutator Dresser Com- 
pany, 1558 Park Avenue, 

Sycamore, Illinois. 

This new Stripper is pro- 
vided with a lever, which 
stops the return of the arms 
until the wire is removed 
after stripping, then it is 
snapped quickly back to 
normal. 

The Stripper operates in 
much the same manner as a 
pair of pliers, and is equally 
as easy. 

It protects the operator’s 
hands and prevents nicking, 
cutting strands and waste of 
wire. It clamps, cuts insu- 
lation and automatically 
strips the wire with one 
squeeze of the handles and requires no “cock- 
ing.” Thus, the Stripper is. always ready for 
use. 


General Electric Opens New 
Building in Los Angeles 


i ¥- General Electric Company has opened 
its new $700,000 building in Los Angeles, 
at 212 North Vignes Street. In addition to 
housing the district sales offices of the Com- 
pany, the new building will be the head- 
quarters of the Los Angeles office of the G-E 
Appliance and Merchandise Department, and 
the General Electric Contracts Corporation, 
as well as the Los Angeles office and ware 
house of the General Electric Supply Cor- 
poration, the Company’s wholesale distribut- 
ing subsidiary. 


Westinghouse Opens 
Electrical Clinic 


Wage rare will codrdinate their knowledge 
of industrial technique in a new “electri- 
cal clinic’ at the Westinghouse Electric & 
Manufacturing Co. 

M. W. Smith, manager of engineering, an- 
nounced the appointment of C. A. Powel as 
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manager of a new department of Industry 
Engineering at Westinghouse, in which wiil 
be centralized electrical engineering activities 
relating to industrial power problems, 

Mr. Powel, who was promoted from man- 
ager of central station engineering for the 
company, compared the new department to a 
“clinic whose aim is to make it easier for 
engineers in various fields to obtain the benefit 
of all latest engineering developments which 
affect their industries.” 

Unification of engineering technique, Mr. 
Smith explained, is a natural development for 
a company the size of Westinghouse, whose 
50,000 employees working in 18 plants in six 
states produce such divergent power units as 
the great hydro-generators and the one “flea- 
power” motors that operate electric shavers, 


M. S. A. Lightweight Oxygen 
Breathing Apparatus 


OMPLETE respiratory protection in any at- 

mosphere, for at least one hour under the 
most severe working: conditions, is afforded by 
the newly developed M.S.A. Lightweight One- 
Hour Oxygen Breathing Apparatus (approved 
by the U. S. Bureau of Mines under approval 
No. 1306). 

Descriptive literature (Bulletin No. BM-1) 
may be secured from Mine Safety Appliances 
Company, Braddock, Thomas and Meade 
Streets, Pittsburgh, Pa. 


Extensive Sales Drive Planned 


PS ypw pail campaign promoting the sales 

of gas-operated home-heating equipment 
is about to be launched by the Association of 
Gas Appliance and Equipment Manufacturers, 
according to a recent announcement. H. P. 
Mueller, president of the L. J. Mueller Fur- 
nace Company of Milwaukee, Wisc., is chair- 
man of the gas house-heating and air-condi- 
tioning division of the Association, which is 
sponsoring the activity. 

The promotional project will take the form 
of a contest, officially beginning on April Ist 
and closing on November 30th, which will be 
open to two main groups: (1) Utilities, sales 
managers and their salesmen; (2) Jobbers and 
retail dealers, sheet metal contractors, and 
heating and plumbing contractors. ‘ 

More than $20,000 will be offered in prizes 
to those in the utility group with cash awards 
for company sales managers, monthly awards 
for utility salesmen, and final grand cash 
awards to the salesmen who maintain con- 
sistent, outstanding activity throughout the 
eight-months program. ; 

A large variety of substantial merchandise 
awards valued at $15,000 will be presented to 
participants in the retail section of the 

In order that participants may compete on 
an equal basis, utility companies will P 
fied in divisions so that salesmen in 
communities will have the same chance of 
winning as those in larger cities, and retailers 
will be classified geographically on a com: 
parable scale. 
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We let electric power 


give us convenience 


Aas TOSBRTA 


and save us time! 


TACT A ERS 








Push Button Door Control 
Combined with Rolling Door Economy! 


Time saved is money made. That’s why electric door opera- 
tion catches the eye of today’s building owner. It brings speed 
and convenience to the operation of service doors. Push 
button controls may be located at any number of strategically 
located points so that people with other duties can open and 
close doors without wasting time, steps and money. 

Add these advantages to the time proven virtues of UP- 
WARD ACTING KINNEAR STEEL ROLLING 
DOORS, and you have an ideal combination. Accurately 
counterbalanced and coiling above the opening. Kinnear 
Doors are out of the way, save floor and wall space, are 
unhampered in operation by ground obstructions and less 
subject to damage. When open they are out of the way of 
|. moving vehicles and where wind cannot blow them closed or 
damage them. All in all a combination of features that 
should not be overlooked. 

Remember that Kinnear Doors are built to the individual 
order in several types and of any metal ... For complete 
information write for Kinnear’s catalog on their complete 
line of doors. 


Offices and Agents in Principal Cities 


The KINNEAR Mfg. Co. 


2060-80 Fields Ave., Columbus, Ohio 
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How to Save 


Make-up — 


and Boost Turbine Hours 





Over half the power generated 

for industry in America comes 

from turbines using Gargoyle 

D.T. E. Oil Light. Socony- 

Vacuum’s experience with over 

9,000 turbines helps find oper- 
ating economies 


i LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


Socony-Vacuum has “kept cases” on tur 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
new moviecalled “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“‘72 Years o yf Experience Calling #d 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them tochalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can tum to 
your advantage? 


SOCONY-VACUUM 


OF GOS bee ae oe 


} NEW YORK Div nN WH 


1ON WH 5 wa AM MPAN 


MAKERS OF MOBILGAS, MOBILOIL, 


GARGOYLE INDUSTRIAI 
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Details that are Essential for Good Service 


@ 
‘ , b p 0 q 
Cover provided with liberal overhanging 


flange furnishes a definite shed for water. 


Improved Cover Clamps secure cover 
tightly in place. 


Porcelain Stud-Type Bushings are co- 


ordinated with winding insulation. 


Advanced Core and Coil Assembly with re- 
inforced end-turns and all the latest fea- 
tures to insure continuous service. 


Copper-bearing steel tank is strong yet 
light in weight. 
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send today for literature 
on these transformers 
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@ Theoretically, although it had never been 
done before, engineers knew that if a stoker 
could maintain an even fuel bed, it would 
minimize draft problems, permit the efficient 
burning of low cost coals — and surpass in 
performance all existing stokers. Scores of 
engineers tried to secure this even fuel bed 
effect. Stowe Stoker engineers, and only Stowe 
Stoker engineers, succeeded. They conceived 
and perfected “‘compensating feed.” 
“‘Compensating feed” maintains the fuel bed 
automatically at an even depth, side to side 
and front to rear . . . and moves it toward the 
ash hoppers at constantly diminishing speed so 
that it does not burn thinner and thinner. It 
reduces carbon loss in the ash sometimes by a 
full 50% and minimizes.draft problems. Com- 
partmented wind boxes, and long rear arches, 
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are no longer necessary. A less costly furnace 

chamber results. The formation of hills and the 

ramming of the fuel bed into piles cannot occur. 

A uniform burning rate over the entire grate 

area, and more rapid pickup are secured. 
Today you will find these modern, more 

efficient stokers, that have been characterized 

by impartial observers as the biggest forward 

step in mechanical firing in the last 10 years — 

in service from Arkansas to Massachusetts. 

They are the logical first choice for any new 

boiler or modernization proj- 

ect. May we send you more 

complete details and a fully 

descriptive catalog? It will 

pay you to investigate 

Stowe Stokers’ possibilities 

for your plant. 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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@ Time and money 
saving performance records on break- 
ing, digging, drilling, asphalt cutting 
and back-fill tamping jobs explain the 
widespread popularity of Barco Port- 
able Gasoline Hammers among Public 
Utilities. Total cost of operation, including fuel and 
lubrication, is but a few cents per operating hour. 
After 30 days test with a Barco H-6 Model, a large 
Western Utility writes: “Have used our Barco 
Hammer since November Ist with excellent results. 
The hammer is well suited to our requirements. It 
has accomplished everything that we heretofore 
have had to hire done by large, heavy outfits.” 


BARCO MANUFACTURING COMPANY 


1803 Winnemac Ave., Chicago, Ill. 














RIGO 
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H YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 


* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 








NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 








STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bage—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


523 {penis | eee 
Brooklyn, N ork 





SAFETY GAS MAIN STOPPER CO. 








GOOD 
INSULATORS 


[Vv] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 

Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Vicror made insulators are Goop 
InsuLators. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. ¥. 
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America rightfully looks to its basic industries for 
renewal of prosperity. Its colossal utilities are 
employing thousands of GMC trucks in the con- — 
struction of giant power dams and in weaving a 
“network of wire and pipe lines that project electrical 
and gas services even to the remotest outposis. 

_. Typical is the latest GMC innovation, the new 5-me 
line service cab, designed for the safety, 
and efficiency of a@ vast army of ulility wo 


Time payments through cur own Y. M.A. C. Plan at lowest availa t | 


GENERAL MOTORS 
TRUCKS € TRAILERS 


« GENERAL MOTORS TRUCK & COACH © DIVISION. OF YELLOW TRUCK — 
eee oem = COMPANY © PONTIAC, Mice 
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) [7] TAYLOR STOKER UNITS 
TAYLOR STOKERS 
FURNACES (Water-Cooled 
DE UU asn HOPPERS 


a 
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ELIMINATE 
THE SMOKE NUISANCE 


Power plants in thickly populated 
areas of the United States and 
abroad keep their communities con- 
tented by firing with Taylor Stok- 
ers. Taylor Stokers satisfy the 
most stringent of anti-smoke or- 


dinances. Investigate all the advan- 





tages of Taylor Stokers! 














Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Product§: a-—-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIES 
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Here’s a Large Capacity Range of 


EXCEPTIONAL Speed 


OUTSTANDING Beauty 


HIS masterpiece of styling has six HI- 

SPEED L&H CALROD top ‘units. Two 
large size ovens with exclusive “EQUALIZED 
HEAT” for better baking have Wilcolator tem- 
perature controls. Warming drawers on roller 
bearings add further appeal to this extraordinary 
“custom built” range. Write for details. 


A. J. LINDEMANN & HOVERSON CO. 
MILWAUKEE WISCONSIN 


HI-SPEED ay aN\ , 
L6H CALROD RNs, Gy A. UCALCE cl 
tied “coors = ELECTRIC RANGES 


heating element. 














No Other Battery Like This One 


epee and recommended by consulting and 
operating engineers all over the world, the 
Exide-Chloride Battery is worthy of the confidence 
reposed in it. 

The Exide-Chloride is built primarily for con- 
trol bus or other floating stationary service. Its 
life is exceptional; its maintenance cost negligi- 
ble; its Manchester positive and Box negative 
plates unique in the field of storage battery en- 
gineering. 

Write for Bulletin 204 and learn why this bat- 
tery has characteristics that make it especially 
suitable for stationary service. 


FE 4 THE ELECTRIC STORAGE BATTERY CO. 
x I eé The World’s Largest Manufacturers of Storage Batteries 


for Every Purpose 


CHLORIDE PHILADELPHIA 


B 
A T T E R ! E 5 Exide Batteries of Canada, Limited, Toronto 
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~ CONVINCING 
PROOF 


The Department of 
Interior Building 
Washington, D. C. 


CRESCENT’S 


ability to produce the highest grad», 
INSULATED WIRE AND CABLI==: 


bed. H 
CRESCENT Wire & Cable installed in this CONTROL CABLE fo 
group of buildings is insulated with CRES- DROP CABLE wia'ie 
CENT ENDURITE Rubber Compound, a | LEAD COVERED CABLEg 
superaging insulation, which due to its su- MAGNET WIRE E. T. 
perior heat resisting and high dielectric char- PARKWAY CABLE Facts o 
acteristics, far exceeds Federal Specifications RUBBER POWER CABLE 


JC-106. If your job requires conductors that maaan a B, < 
2 c 
must meet abnormal temperature and aging SIGNAL CABLE Ret 


conditions, get complete information on z 
CRESCENT ENDURITE from the nearest VAR Pin 


CRESCENT representative. WEATHERPROOF WIREM just wri 











All types of Building Wire and 
kinds of Special Cables to 
A.S.T.M., A.R.A., 1.P.C.EA,, 
Railroad, Government and 
Companies’ Specifications. 





Public Utilities Fortnightly 





Picture of a 


MAN IN BED 


To test the operation of a bed 
cooler, Electrical Testing Labora- 
tories found it necessary to approxi- 
mate the effect of a man sleeping in 
bed. Hence this apparently compli- 
cated arrangement, (pictured above) 
was set up in a room of our air con- 
ditioning test house. By such means, 
E. T. L. is enabled to secure the 
Facts on new developments. 


For those concerned with taking 
the guess out of air conditioning, 
E. T. L. offers an interesting book- 
let, entitled, “Testing of Air Condi- 
tioners.” If you would like a copy, 
just write— 


ELECTRICAL 
TESTING 
LABORATORIES 








DAVEY LINE CLEARING SERVICB 


Widely Available 
®@ Middle West 
®@ East 
@ North 


®@ South 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OWIG 


DAVEY TREE SERVICE 








— Alley tool steels made to exacting 
specifications 

— Old craftsman methods of indi- 
vidual manufacture 

— The most rigid inspection and test- 
ing of each plier 

Klein methods are not mass uction 

methods but for a man who demands a 


iat ae quality there is no way te 
it except the Klein way. 


Mating BE BR] Sexe & Sons 
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Full Size Professional . 


i tt 
tii M+4.. 


“a Here’s thrilling ogg 2 
full size, heav. hewhib 
din Electric A UDER 
—only $39.25 with De Luxe 
Accessories! Not a toy, but a’ 
big, 100-pound man-sized_ma- Gndy 
chine that welds all weldable 
metals and alloys with amaz- 25 
ing efficiency, everything from ¢ 
east iron parts to light sheet 7 
metal. A sturdy, welded-steel- 
construction machine, yet. acceeanie 
easily portable on casters. + 
WORKS FROM 1t10-VOLT SOCKET 
Simply plug into any 110 or-220 volt A.C. electric 
socket. Economical—costs only a few pennies an 
hour to use. Often pays for Ps oy mg or first or 
second job. Can be carried right te outside jobs 
in auto truck or side car. as complete heat 
controls, Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 
Amazing Detalis FREE! 
Send no money! Write today for , eaanis 
facts about this new Aladdin AR 
with De Luxe Accessories. Aladdin _* the ideal 
welder fof Public Utility ‘service, maintenance 
and construction work—a highly efficient machine 
GUARANTEED TO MEET ALL CLAIMS, at a 
fraction of the price asked for others—at a sav- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated. 


COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, Ohio 








iN 
. f in- 
election © 
for the ore 
or details on 
* of the following 


HI-PRESSURE CONTACT 


characterize all 


R®1E swrrcwne coun 


The Hi-Pressure contact, a feature originated 
The Railway and Industrial Engineering 
pany, has revolutionized modern switch desi 
Switch contacts are wiped clean of dirt, corrosi 
metal oxides, etc., with each operation and 4 
metal te metal contact is assured. 


Pressure is constant, assuring a contact which 
free from the arcing or spitting which interle 
with proper radio reception. 


The original Hi-Pressure contact switches } 
been giving satisfactory service under all operat 
conditions for many years. 


a 
RAILWAYs INDUSTRIAL 


ENGINEERING CO 
| GREENSBURG, PA. 
Sales offices in principa 


es ser Lee ia 
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arush of ideas 
to the head 


As many harassed executives realize, it is 
en possible to be so busy doing things that 

bthing gets done. There's no time for think- 
g through knotty problems; no vitality left 
constructive planning. 


A Dictograph Intercommunicating System 
lps you correct this condition. It permits 
u to sit relaxed in your office and speak in- 
antly to any associate or employee. With 
¢ flip of a key you establish instant contact 
ied converse in a low tone of voice without 

en leaning over to talk or hear. No dialing, 
BR Waiting while the line is busy, no annoying 
all backs," or “listening in" by the tele- 
jone operators. 


“BAnd because most of these advantages are 


also available to your personnel for conversa- 
tions among themselves, their days are also 
accelerated, "office visiting" is eliminated, 
more work gets done. And remember—Dicto- 
graph leaves your switchboard free to handle 
important outside calls. 


In short, a Dictograph System engineered 
especially for your needs, will put your whole 
organization on your desk inside a “magic 
box.’ You should investigate anything that 
can so effectively ease and shorten your day— 
and thus permit you to earn and increase that 
plus income of yours. And if this be selfishness 
it is enlightened selfishness—the kind that op- 
erates for the good of all. Write today for 
further information. 


Designed especially for public utility companies is Dictograph’s 
Public Utility System. Although each installation is individu- 
ally engineered, all such systems permit a special Customer 
Contact Clerk to take care of all contacts with customers— 
service applications, adjustments, complaints, etc. The Dicto- 
graph on his desk puts him in immediate contact with any 
wanted reference source, cuts the time spent on individual 
transactions and creates a favorable impression on the custom- 


ers. 


Let us explain the many advantages of this system. 


DICTOGRAPH PRODUCTS CO., INC. 


580 Fifth Avenue 


NEW YORK, N. Y. 


Offices in All Principal Cities Throughout the World 


ANWUFACTURERS OF 


PRECISION 


EQUIPMENT SINCE 1902 
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RILEY PULVERIZE 
in Central Stati 





Plant after plant in the Public Utility industry has swung tc 
Pulverizers . . . definitely establishing Riley as one of the 


A few Public Utilities using Riley Pulverizers ,.. 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Ord 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 
TACOMA 


BOSTON NEW YORK PHILADELPHIA _ PITTSBURGH BUFFALO CLEV ELAND DETROIT 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNAC’ 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTE 
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ov can EXPECT MORE ‘20m » STANLEY ELECTRIC TOOL 
Only a STANLEY ELECTRIC HAMMER 


HAS THE Free-Thrown Plunger 





Only Stanley Electric 

Hammers have the free- 

thrown plunger that lets 

loose the full power of every 

blow. That’s one reason 

you get more work and 

more hours of work from a 

Stanley Electric Hammer. 

Catalog 65 describes two Stanley Electric Hammers 
with capacities of 114” and 2” in concrete. Shows many 
other superior features that make these tools outstand- 
ing. WRITE FOR YOUR COPY TODAY! ASK 
YOUR STANLEY DISTRIBUTOR TO DEMON- 
JUST PLUG INTO ANY AC OR DC LIGHT STRATE THE TOCLS—O8 ONE OF YOUR JoeB! 
SOCKET AND YOUR STANLEY ELEC- 


TRIC HAMMER IS READY TO OPERATE ‘STANLEY ELECTRIC TOOL DIVISION 


The Stanley Works, New Britain, Conn. 


a4, STANLEY ELECTRIC TOOLS 
7 “COST LESS PER YEAR” 7 
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tT review magazine of current opinion 

and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


{ Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


{ The only magazine furnishing current 


and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


§ A magazine of unusual value and cur- 
rent stimulation to all persons holding 
positions with, or having a financial in- 
interest in, public utilities. 


Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bldg., Washington, D. C. 
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WALL BRAZED STEEL. . 
Double-Yacketed 


COMPOUND KETTLE 











A double-jacketed compound kettle for melting 
joint filling compounds. Exceptionally rugged, made 
of heavy steel, with bottom and spouts brazed. Out- 
side jacket completely covers sides, top and spout. 
Complete with double ring on bail for lowering and 
raising in a manhole or on a pole. 


View of Bottom, show- P. WALL MFG. SUPPLY CO. 
ing Double Jacket all PITTSBURGH, PA. 


over 














BARBER Gas Pressure Regulators- 
a Real Protection to Gas Users! 


OST Gas Companies realize their opportunity as 
well as their responsibility to their customers, in 
promoting the wider use of gas pressure Regulators. 
They point out to gas users the advantages, in better 
performance and increased safety, of equipping the line 
or the appliance with a dependable Regulator. More- 
over, service costs and complaints are thereby greatly 
reduced. 
BARBER Regulators are built to the highest stand- 
ards of precision and operate to .3 pressure drop. All 
bronze body, brass working parts. Sizes 4” to 1/2” — 
tested and certified by A.G.A. Testing Laboratory. ae 
Their attractive appearance harmonizes with modern poy Ay bP on 
design in heating equipment. For appliances which you ae : 
sponsor, let the Barber Regulator stand as an additional e 


emblem of Quality. Write for complete C 
prices and discounts om! 


BARBER S7Gh5 BURNERS SY3."* 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, d 
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CHEVROLET TRUCKS 


again prove their great performance 
and economy by this A.A.A. 


Se CERTIFIED TEST RUN 


* 

z 

CERTIFIED # 
%, TEST yy 


{Uromosi\* 














"_LONG DISTANCE - SAFETY # DEPENDABILIT 








THIRD ANNUAL 








ROAD TEST 


938 142-ton stock model Chevrolet truck demon- READ THESE AMAZING 


ates cost-saving performance in fest run from PERFORMANCE FACTS 
capital of Canada fo the capital of Mexico 


Pcwevacier | No tests are more rigidly super- 
vised and exacting than tests 
conducted under the supervision of the 

A.A.A. Contest Board. All figures listed at 

the right are facts—certified proof of the 
freee great performance qualities and dollar- 
satire saving economy of Chevrolet trucks! 
Modernize your truck equipment now. Save 
money all ways with Chevrolet trucks— 
with low first cost, low operating cost, low 
maintenance expense—and with rugged, 
durable Chevrolet construction. 


General Motors Instalment Plan—Convenient, Economical 
Monthly Payments. A General Motors Value. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 


“THE THRIFT-CARRIERS FOR THE NATION” 





NOT ONE 
CENT FOR 
REPAIRS 
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Oue, Tue, Three and 
they're Out 


Grubbing out stumps and building 
trails to nature’s resources are jobs for 
Cletracs. 


With the blade of the trailbuilder lifted 
high, the operator pushes over the 
stumps. Then, with blade lowered, he 
roots them out, pushes them to the side, 
and smooths out the trail. 

A tough job, quickly, easily, and eco- 
nomically completed. 


Cletracs ask no favors on the hard jobs. 


They are designed and built to with 
stand the shocks, stresses, and strains ¢ 
tough going. 

There’s a Cletrac for every job... f 
teen models from 22 to 94 horsepowe 
either gas, tractor fuel, or Diesel pov 
ered ... and with a complete line ¢ 
working equipment available — bul 
dozers, scrapers, air compressd 
welders, post hole augers, rock crushe 
front end loaders, winches, boom 
Investigate. 


THE CLEVELAND TRACTOR COMPANY - CLEVELAND, OHI 


Cletrac 


Crawler Tractors 


The only tractors with controlled differential steering that keeps bot? 
pulling at all times ... on the turn as well as on the straigh 
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A. 


BEAUTIFUL 
EFFICIENT 
LOW PRICED 





"You will discover new load build- 
ling opportunities in this new 
Permaflector Luminaire B-50 
that has everything—EYE AP- 
REAL, PERFORMANCE AP- 
(PEAL and PRICE APPEAL. 
The sleek flowing lines assume a 
simple pleasing shape that reflects 
the spirit of this streamline age. 
Its lasting beauty and adaptability 
to any interior will please your 
prospects instantly, and make 
sales easier. 

The Luminaire B-50 is equipped 
witha Permaflector which provides 
permanent, efficient distribution 
of light that will build satisfied 


customers and increased wattage. ? | TT § B U R G H 


The low price of this unit is in line 


with present-day budgets. REFLECTOR C€ OM PANY 


Write today for your copy of 
‘TWO NEW PERMAFLEC- Pittsburgh, sgeetcaos: 
TOR LUMINAIRES” which aia ae 


P cities. 
gives complete data for sales and 
installation, 


PER CTOR 


PERMAFLECTOR * LUSTROLIERS * LUMINAIRES * SPOTLIGHTS * URNS 
FLOODLIGHTS * LAMPS BUILT-IN CEILING UNITS * ACCESSORIES 
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HERE IS SOMETHING 








WHO'S WHO 


IN THE 


U. S$. GOVERNMENT 
UTILITY PROGRAM 


A directory, with biographical data, of Federal officials and 
employees whose duties embrace utility regulation and other 
utility problems, including construction and operation of 
Federal properties. | 


Compiled by Georce E. Doyine, Editor 


P.U.R. Executive Information Service 





260 BIOGRAPHIES 
MORE THAN 300 NAMES LISTED 
30 DEPARTMENTS, COMMISSIONS, ETC. 





A valuable reference guide to government personnel in the 
field of public utilities—electric, gas, transportation, com- 
munications. 





PLACE YOUR ORDER NOW - - PRICE $1.00 


PUBLIC UTILITIES REPORTS, Ine. 


MUNSEY BUILDING 
WASHINGTON, D. C. 
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Rigid quality stand- 
ards and over 60 
years of experience 
combine to make 
American-Marsh 
Pumps a long-time, 
profitable invest- 


ment. 


ING 
cyPROCAT 
REDPUNS 


MFI c 
eers can help you get results eee 


ith utmost economy. Write us 
or Bulletins. » 





0 matter what your pumping 
problem, American-Marsh Engi- 





AMERICAN-MARSH PUMPS, NC. 


Centrifugal, Turbine, Steam, and Power Pumps 


BATTLE CREEK ... . MICHIGAN 
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CONSTRUCTION 
OPERATING COSTS 


Engineers 


IN manors 2 GIBLES 


VALUATIONS AND REPORTS 


CHICAGO PHILADELPHIA 


NEW YORE 


DALLAS WASHINGTON 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO 


NEW YORK 


SAN FRANCISCO 








MARK WOLFF 
Public Utility Consultant 


Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 


NEW YORK, N. Y. 


NEW ORLEANS, LA. 


CHICAGO, ILL. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 
Consulting Engineer 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Aggie» Poem cage i Reperts 


quiri a capital 
rate | inguiries, eriginal cost, connie issues. 











EDWARD J. CHENEY 


ENGINEER 


Public Utility Problems 


61 BROADWAY NEW YORK 


ROBERT S. RAINS 
Special Consultant 
Accounting—Taxes 
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ROBERT 8S. RAINS 


Former Special Consultant 
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© This page is reserved for engineers and en- 
gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 
in all matters relating to rate questions, ap- 
Praisals, valuations, special reports, investige- 
tions, design and construction. « « 








SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
—Reports—Examinations—Valuations 


20 North Wacker Drive Chicago, Til. 
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nother chance to tie up with this 


potent builder of new lighting cus- 
tomers! Another opportunity to 
sell more current by showing the 
merchants and property-owners in 
your territory the advantages of 
modern, business-building store 
front lighting and design. 


The Pittco Store Front Caravan, 
with twelve scale models of modern, 
properly illuminated store fronts, is 
going to cover the entire country 
again. If it visited your territory on 
its first trip, you’ll know how help- 
ful it was to you in educating your 
prospects to a better appreciation 
of adequate store front illumination. 


ee 


The PITTCO STORE FRONT CARAI 
R eturcns! 


This time, the Caravan 


your territory more bro lly 


before. Having presented. its 


front exhibit in all the met 


tan areas on its previous rc 
will this time present showi 


its scale models in the” 


important smaller commul 


throughout your territory 
ing every merchant 
property owner a chance 


ae 
¥ 
eS 
a 
arg 


Watch for the return of he 


Caravan... and tie up 


your sales efforts. Your” 1 


Pittsburgh Plate Glass Cot 


can give you specific i 


as to when it will revisit” 


PITTSBURGH. 


O 
Past PLATE GLASS COMPANY 
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he Power of 14 Wrenches 
All In One 


RikaIb 
Compound - Leverage 


Wrench Quickly Pays 
for Itself 


Multiply the strength of one man by equipping him with 
this FRIEZERID whose leverage is compounded 14 times. 
Immediately he becomes anything up to 14 men. He handles 
pipe and fittings up to 8 inches, easily, by himself—where 
before you've been paying for several men heaving on a 
wrench lengthened by a piece of pipe on the handle. With 
this super-leverage, you salvage fittings that otherwise have 
to be smashed off. This RITZAQID is easy to use—put 
trunnion on pipe, jaws on fitting (or vice versa) and pump it 
on or off. Four sizes, $2, $4, S6 and S8. Short handles so it 
works well in tight places. It's a tool that assures efficiency 
and economy you're glad to get credit for. Buy one and 
test it anyway you please. Ask your Jobber. 


THE RIDGE TOOL CO., ELYRIA, OHIO 


RikaiIb 


That unconditional guarantee, which covers 
the compound-leverage wrench also, saves you 
fully 75°/, of your pipe wrench repairs. 
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€ tts Service engineers, B ipokea by 74 years of: practical 
lubrication experience, are. concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is fared. i F 


Wherever moving outtien come together, no matter what 
the speed or load, Cities Service can recommend: authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities,Service*is ready to fill your every 
need. 

Cities Service engineers will be ipa to discuss your lubri- 
cation problems with you. 


$4.4 4 4 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils * Sewing Machine Oils 
Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils | Turbine Oils ~ 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evéning, 8.00 P. M. Eastern Standard Tit 
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